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PREFACE 

I have for long felt that a short account of Australian economic 
development would be useful to students, and I hope of some 

interest to the general public. This book is intended to supply 
such an account. It is not a work of original research. In 
particular, I have drawn heavily on the work of the late Professor 

E. O. G. Shann and of Mr. Brian Fitzpatrick; to both I owe a 

great debt, despite the fact that I have disagreed with them in 

many cases. I have given more emphasis than most of my pre¬ 
decessors to the events of the last fifty years: here I have used 
official documents as well as articles in contemporary periodicals. 
I have tried to keep footnotes to a minimum, and have only used 
them to cite evidence where there appeared to be differences of 
opinion, or to acknowledge a direct quotation. 

I am particularly grateful to my colleagues. Mr H. H. Burton 
and Miss P. McBride, for their help, encouragement, friendly 
criticism: to Miss Peggy Young for preparing the maps; to 
Messrs. R D. Malcolmson and J. Barker for their help in reading 
the proofs and preparing an index: and to all those others, too 
numerous to mention by name, who have assisted me in making 
this book see the light of div. 

A. G. L. SHAW. 

Trinity College, 

IQ /*’/44 University of Melbourne. 


PREFACE TO THIRD EDITION. 

In this edition I have added two extra chapters to cover the 

developments of the war and post-war periods, and have at the 

same time slightly modified my conclusions, now incorporated in 
the last chapter, in the light of these events. 

My researches on the transportation system, carried out for 

other purposes since 1950. have caused me to make certain changes 
of emphasis in chapters two and three. Otherwise the older part 
of the book is unaltered and the pagination remains the same 
until almost the end of chapter nineteen, but I have taken the 

opportunity to make some minor corrections to the map. 

A. G. L. SHAW. 

University of Sydney. 


August. 1954. 



PART I: DEPENDENT SETTLEMENTS 


CHAPTER I: BACKGROUND 

‘I have no doubt but that the country will hereafter prove 
a most valuable acquisition to Great Britain. Time will 
remove all difficulties, and with a few families who have 
been used to the cultivation of lands, the country will wear 
a more pleasing aspect.’ Thus the first Governor of New 
South Wales Captain Arthur Phillip, in despatches sent to 
the British Government in July, 1788, expressed his faith 
m the future of the colony of which he was in charge. Most 
of his colleagues disagreed. The soil is nought, and the 
colony never likely to answer the wishes and expectations 
Government, wrote the first chaplain, the Rev. Richard 

mfe SO a n n h N °* t T thmg bC f ° Und that ever Promises 

commprri ^ . COm T rCe 0r WOrth y the attention of a 

ben Of the n m ' Was t i e ,°P ,nion of Captain James Camp- 
,,,' ° f V h T e marines, and he adds: 'I am fully convinced 

that the Nation would save money by feeding the convicts 

l h 7u UpOrl u V ' n ,' S0n and C| aret—clothing them in Purple 
and Gold rather than provide for them here the worst fare 

that can be thought of.’ Poor soil, the lack of a good supplv 

of water, and the difficulty of clearing the thickly wooded 

impression 3 rnade^n *£ 
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have seen of this—very barren and forbidding’; his prediction 
that 'the country will not be able to maintain itself in one 
hundred years’ proved, like so many others, completely false. 1 

In the end the faith of Phillip was justified; but one can 
understand the pessimism of his subordinates. They had 
arrived in a distant and unknown land where conditions 
were very different from what they had been used to. They 
quickly had to face three major problems—problems which 
have determined to a large extent the development of the 
whole Australian economy—water, vegetation, distance. The 
soil near the first settlement was poor. The trees—mainly 
eucalypts—were growing thickly and were very hard, so 
that clearing was expensive, and the timber, twisted and 
gnarled, was of little use for building. ‘The rains were not 
what English cereals had been led, by generations of evolu¬ 
tion, to expect’; within three years of settlement the colony 
suffered drought. Creeks and water-holes were uncertain 
and far apart; only on the Hawkesbury River, flowing into 
Broken Bay twenty miles north of Sydney, did there seem 
to be good well-watered alluvial soil; but the Hawkesbury 
was very liable to flood. The attempt to reproduce in Aus¬ 
tralia the conditions of Great Britain, or to establish a com¬ 
munity of more or less self-sufficient peasant farmers, de¬ 
pendent upon growing cereals, would prove a failure. 
Success would come; but the success would be of a type 
undreamed of either by Governor Phillip or his more pessi¬ 
mistic subordinates. 

At first the newly established colony was confined to a 
narrow coastal area, with poor soil and rugged terrain. The 
great chain of mountains which rises parallel to the east 
coast of Australia blocked progress inland. Not for nearly 
thirty years was a way across them found. Then rich, roll¬ 
ing grasslands opened before the settlers, which might have 
won greater praise from the officers of the ‘first fleet, could 
they have seen them. Even so, the settlement at Sydney 
was in one of the most favourable parts of the continent. 

I Those quotations are from G. Mackaness: Admiral Arthur Phillip, PP- 
165, 280 and 361. 
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Though the soil was poor, the climate was temperate, and 
the rainfall good. What would the officers have said of the 
great central deserts? 


For much of Australia is desert. Whether land can be 
cultivated depends on soil and rainfall. The latter must be 
sufficiently heavy, reliable and appropriately distributed 
throughout the year. Where the climate is hot there will 
be much evaporation, so that more rain is required. Over 
one-third of Australia the rainfall is only sufficient to sup¬ 
port desert vegetation. Over another two-fifths of the con¬ 
tinent the growing period is less than four months, which is 
not sufficient for agriculture, so the land can only be used 
for sparse sheep or cattle grazing. Only over a quarter of 
Australia is the rainfall sufficiently heavy and spread suffi¬ 
ciently throughout the year to permit agriculture, and nearly 
a quarter of this wet area is rugged and mountainous. More- 
over the rainfall is not reliable. Over half of Australia the 
rainfall is likely to vary by as much as thirty per cent from 
normal; in most of the wheat-lands rainfall may be ex¬ 
pected to vary from year to year by as much as twenty to 

twenty-five per cent from normal, so that bad seasons due to 
drought are common. 


Along the eastern and south-eastern coasts of Queensland 
New South Wal es and Victoria the rainfall is heavy and reli¬ 
able, but much of the soil here is poor, and the coastal plains 

? rr^ r TY W M a " d f he T ed b y the mountains known as the 
Great Divide stretching the entire length of the continent 

—thV^ 111 ^ K nt i amS J‘ eS the m0st fertile part of the continent 
to ‘c^ll U f nd g ° sheep country. Even so 

It ifil ’ 1 /« P , U ? and granary of Australia is too smug 
t is itself first and these things afterwards, by persuasion 

just as usually “ifT E -“• We . a ' th - !t wipes it out again 
1 “ S “" y : , U . . ,ts . vlr g,n richness was laid open to 


M. Barnard Elderthaw: My Auitralia. p. 134. 
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fertile areas; so that even here cultivation is hard, and life 
something of a gamble. To-day much of this area is suffering 
from soil erosion and sand—the product of overstocking, 
excessive cultivation and clearing; as in the United States 
‘dust bowl,’ modern Australians are paying for the greed 
and lack of foresight of their forefathers. 

Further inland the land is less productive, as the rain¬ 
fall becomes lighter and less reliable. The Darling basin in 
western New South Wales is flat and poorly watered, and 
alternates irregularly in good and bad seasons from bare¬ 
ness to good grass. Only large properties can survive, but 
with the help of water from the great artesian basin, which, 
though generally too salt for irrigation, is usually fit for 
stock, sheep grazing is profitable—about fifty merino sheep 
to the square mile compared with three or four hundred 
further east. In western Queensland carrying capacity is 
even lower—less than twenty-five to the square mile. This 
country is used more for cattle, especially in the north and 
on the Barkly Tableland, on the border of Northern Terri¬ 
tory. 

Further west, beyond the boundaries of Queensland and 
New South Wales, beyond the area of the artesian basin, 
is the desert—hot, sandy, waterless. The only vegetation is 
spinifex or mulga, drought-resisting plants, but of little value 
to man or beast. 3 Apart from army and air-force camps, the 
only sign of civilisation is the north-south road and telegraph 
line, and the railway terminus at Alice Springs, in Central 
Australia, where underground water provides a small island 
of fertility—unlike the lakes, which are for the most part dry 
salt beds. Then nothing but the desert stretching to the 
western coast. 

To the north the desert is bordered by the tropics, and 
watered by the monsoon. But even here the long dry win¬ 
ter with its great heat prevents successful cultivation; cattle 
are carried, but, owing to the dry season, only about five to 
the square mile. Around Port Darwin, on the Northern 

~ 3 Cattle will eat spinifex if they are starving: but that dots not mean 
that they like it. or that it is good for them. 
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coast, irrigation would make some agriculture possible; the 
soil is fair, and there is water in the rivers; but the diffi¬ 
culties of labour, of heat, and above all of marketing remain 
insurmountable in peace-time. 

South-west of the desert lie first the grazing lands, and 
then the wheat-belt of Western Australia. But in the west 
too there have been the problems of an unreliable rainfall 
and the heavy costs of clearing the hard-wood forests. Along 
the south coast is the Nullarbor Plain, dry and treeless; not 
until the south-east of South Australia is there more fer¬ 
tility, where good soil and rain mark the beginning of the 
wheat-belt, which running further east merges with that of 
Victoria and New South Wales, lying behind the Great 
Divide. 


These facts of climate and topography have largely con¬ 
ditioned Australian settlement. Man has been struggling 
against two things—too little water and too much distance. 
Inadequate and unreliable rainfall have drawn the boundaries 
of settlement. Water-holes have been all-important, and the 
light carrying capacity scattered the settlers, for large hold¬ 
ings were inevitable. 


This made still more acute the problem of distance. Trans¬ 
port and communications were lacking. In the early days 
there were no railways and no roads, not even navigable 
rivers; only the Murray in New South Wales, rising in the 
snow-dad Australian Alps, had a reliable flow, but not to the 
2“} °^. New .. Sout ^ Waies, for it went in the wrong direc- 

q i T* h r e , rai Wa ? k? d t0 cross the mountains—in both New 
South Wales and Queensland a difficult problem. Wool¬ 
growing needs less transport than arable crops; and the 

tSn S ?° rt C °* StS ai r e ° We f f ° r W ° o1 in P ro P 0 rtion to its bulk 
than for grains. It can be carried long distances by bullock- 

waggon, whereas not till the railway came could wheat be 

carried economically to the coast. For more than hdf a 

century the pastoralist was supreme. He was helped bv 

trial 8 ?* , market £o J ™° o1 which was created by thetadus^ 
tnal development of Great Britain and Europe With an 

assured and expanding market for his product? his activities 
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brought great wealth to the country and to himself, but by 
overstocking his land, by ruthless clearing and ring-barking 
of timber, he helped to create the erosion problem of to-day. 

If the environment was favourable to the big pastoralist 
rather than the small farmer, it helped to increase the popu¬ 
lation in another way. Australia is not unduly rich in min¬ 
erals ; but in the mid-nineteenth century gold discoveries in 
\ ictoria, and to a less extent in New South Wales, and later 
in Queensland, attracted immigrants. The gold fields were 
well situated; easily accessible and near fertile country. They 
could be quickly exploited, and when the surface metal had 
been gathered, ex-diggers could fairly readily migrate to the 
towns, or, in Victoria at least, begin farming in those dis¬ 
tricts where the railway reached. New South Wales suf¬ 
fered in the gold rush days; but she had a more enduring 
source of wealth in her coal fields, outcropping on the coast 
both north and south of Sydney. South Australia had 
neither coal nor gold, and not for sixty years was her iron 
exploited; but her wheat lands were accessible; if only one- 
twelfth of the colony received fourteen inches of rain a year, 
this twelfth was in the plains behind Adelaide, the capital, 
and first settlement on Spencer Gulf. South Australia 
quickly became the granary of Australia. 

Great distances and lack of water—these were the great 
problems Australia had to face. How was she best to use 
her resources in the face of these difficulties? How could 
they be overcome? The history of Australia can be written 
as the struggle to conquer these obstacles; and it must be 
remembered that the resources of the country, contrary to 
popular belief (and politicians’ slogans), are not great. Aus¬ 
tralia is a big country; but size is a handicap rather than a 
help. 

How has this struggle for development taken place? First, 
individual initiative did what it could to overcome distance 
and drought—by developing in the pastoral industry an 
occupation suited to local conditions. Next, governments 
tackled the harder tasks that private ‘enterprise’ had been 
too nervous, too petty or too greedy to undertake—railway 
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building and irrigation. Though not always successful, these 
schemes of public development have opened up the country 
and increased the population. The Murray and the Murruni- 
bidgee and their tributaries in Victoria and New South Wales 
have been dammed, and their waters supplied to many 
settlers. In the late nineteenth century in western Queens¬ 
land and New South Wales were found underground artesian 
waters, which increased carrying capacity and made it pos¬ 
sible to use for the first time large tracts of what are now 
the best pastoral lands of the continent, besides making 
easier the transport of stock. 


But neither Government nor private enterprise could turn 
the desert into gold (except at perhaps Marble Bar, in West¬ 
ern Australia) ; and much of Australia necessarily remains 
desert to-day. Australian life must remain packed into the 
eastern states, the east of South Australia and the south¬ 
west of Western Australia. The vast empty spaces are vast 
and empty because of Nature, the quality of the soils and the 
climate. During a little over a century and a half most of the 
more fertile parts of the continent have been cultivated; not 
only have major staples been produced, but in recent years 
minor crops have been encouraged and industry has ex¬ 
panded. To-day Australia is an urban country rather than 
a rural one; perhaps just as well if the scientist's threat 
against wool be realised. The problem facing Australia now, 
as in the past, is how best to use her resources. These are not 
vast and unlimited; their exploitation has been difficult • their 
^" severely punished. There is certainly no'large 
area of Australia still waiting to be brought into pastoral 
or agricultural use, though it may well be possibl e P to : n- 
tensify production in some districts which are already settled 
This will largely depend on markets, and the prices of pri¬ 
mary products. But in the future, as in the past develop¬ 
ment must be guided by natural conditions; to ignore them 
o court failure which will make necessary a r ?S^ 

vanned W to e o n f^ Sf* hwb ° f Austral “we're ad! 

Wwtera Au^l!^ yearS ag °' ° r those of Victoria a nd 
western Australia fifteen years ago. ‘Take what you like,’ 
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said God, according to an old Spanish proverb, ‘take it, but 
pay for it.’ In many parts of Australia much has been taken, 
but the price has been high—too high. There is a difference 
between what it is physically possible and what it is econo¬ 
mical to produce. Settlement must be guided by economics; 
for what is taken must be paid for, if not in blood and tears, 
at least in toil and sweat. Herein geography limits and 
controls settlement. 

READING: 

S. M. Wadham and G. L. Wood: Land Utilization In Australia, chs. 2 

The 1 'Annals of the American Academy of Political and Social Science. 

Nov., 1931: "An Economic Survey of Australia.” pp. 1-9. 3i-6b. 

Cambridge History of British Empire, vol. vti, ch. 1. 


CHAPTER II: BEGINNINGS 

In lanuary, 178S, there began at Port Jackson the first 
permanent settlement in Australia. No imperialist sentiment, 
no vision of the future, either of Australia or of the British 
Empire, was the motive for the settlement; simply the desire 
to rid England of some of her surplus convicts. A plan has 
been formed for transporting a number of convicts, in order 
to remove the inconvenience which arose from the crowded 
state of the gaols,’ announced George III to Parliament. 

The expedition, under the command of Captain Arthur 
Phillip. R.N.. left England in May. 1787. It consisted of 
the frigate Sirius, six transports, three storeships and a ten¬ 
der. On hoard, besides marines and officials and their ser¬ 
vants. were 757 convicts, some with families. 

Admittedly many of the convicts seemed to have been 
sentenced for comparatively minor offences-especiallv in the 
parlv days of the settlement. But often their real crimes were 
not those that appeared on the charge-sheet. When larceny 
over 5s. from a dwelling house was a capital offence, mercnul 
juries would sometimes undervalue the goods said to have 
been stolen, as in the case, for example, of the later famous 
Simeon Lord, convicted in 1797 of stealing and carrying 
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away by force 21 pieces of cloth, namely 100 yards of muslin 
and 100 yards of calico—all of which was valued at only lOd , 
which relieved him from any risk of execution. Nor was it 
necessary to prosecute for more than one offence, when the 
penalty was transportation in any case. We know that the sen¬ 
tences of many minor offenders were commuted if the convict 
had no evil reputation; and we know, that since even by 1788 
executions were rarely carried out, the bulk of the major 
offenders were sent to Australia, for there was nowhere else to 
send them at a time when jails were largely for debtors and for 
those awaiting trial. 1 Though two shiploads of Irish rebels 
were sent out in 1798, political prisoners as a whole were few, 
despite their notoriety, like the Scottish martyrs, or even 
Surgeon Redfern from the navy at the Nore. Poachers were 
almost non-existent. As Sir Keith Hancock has written: 
an examination of the records of transportation at any 
period between 1790 and 1840 would show that spirited 
poachers and political prisoners and even picturesque 
intelligent villains were but a small leaven in the lump, 
which was wretched, listless and forlorn. The . . . 
typical transported convict (was) . . . not the country¬ 
man who snared rabbits but the Londoner who stole 
spoons.’ 2 


i They had been, in a large part at least, failures in Eng¬ 
land. As convicts they would be unwilling workers in the 
new settlement. Many were sick. On the voyage out and 
during the first six months of settlement 68 convicts and 13 
of their children died. By 1790, before the second fleet 
arrived, nearly a quarter had perished. 

During these two years the colony was on very short 
at.ons-only 2* lb. of flour, 2 lb. of pork, 1 pint of peas and 
1 lb. of nee per head weekly in the period just before the 
^n, fleet arrived in 1790; and naturally ‘very little labour 
could be expected from men who had nothing to eat' 

ihe second fleet brought sorely needed supplies But -t 
brought more convicts as well, many of whom P were totally 


1 

2 


Sr .srsss r Arts* s. - — 

W. K. Hancock: Auitralla (Benn, IMS), p. 34. 


record* In Eng- 
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unfit for work. There were 222 women ‘loaded with the 
infirmities incident to old age,’ and ‘never likely to be other 
than a burden to the settlement.’ There were also 486 sick. 

Such was the main body of Captain Phillip’s settlers. The 
British Government hoped that this community might soon 
become self-supporting, and Phillip was instructed to grant 
land to time-expired convicts, discharged soldiers and free 
settlers. By 1792 he had granted about 7,000 3 acres to 177 
farmers; about two-thirds of these were ex-convicts, and 
nearly all the remainder were officers, for, despite Phillip’s 
frequent requests for free settlers, only seven men, two 
women, and four children had come freely to the colony. 

But it was one thing to establish small farmers, and another 
to keep them. Many of the expirees only wished to raise 
enough money to pay their return passage. Their stock was 
liable to depredations from soldier and convict alike. The 
way of the small settler was hard. 

Consequently Phillip had to organise ‘public farming. 
Again labour was a problem; for the convicts were not willing 
workers, and the marines regarded it as beneath their dig¬ 
nity to supervise them, ‘except when they were employed 
for their own particular service.’ They were handicapped 
by bad tools and lack of any agricultural training or experi¬ 
ence. Near Sydney the land was poor, and heavy clearing 
work was necessary. Even as herdsmen the convicts failed 
they allowed both cattle and sheep to wander and get lost or 
killed. 

But if Phillip could not get the free settlers which appeared 
to him ‘absolutely necessary,' he did obtain permission from 
England to grant land to the military officers of the colony, 
and to assign convicts to work for them. The officer would 
he likely to be a better farmer than the ex-convict; he would 
have capital, and he could cultivate a large holding. Such a 
farmer would not easily fit into the British Government’s idea 
of a ‘peasant-community,’ and so there arose an antagonism 
between the officer-capitalist-farmers on the one hand and 

3 This is Fitzpatrick's figure, which I accept in preference to the 
smaller amount stated by Coghlan and repeated by Shann. 
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the ex-convict and free settlers on the other—destined to be 
the cause of much bitter strife. 

Unfortunately, at the time when this problem first arose, 
Phillip had left New South Wales, and the colony was being 
administered by Major Francis Grose, of the New South 
Wales Corps—a man singularly ill-suited for his task, who 
allowed himself to be governed by his fellow-officers. Under 
Grose and his successor, Paterson, the officers of New South 
Wales Corps had a free hand. 

This Corps had been raised especially for service in New 
South Wales. It was not noticeably different in composition 
from other British regiments, and its evil reputation has been 
commonly exaggerated by its opponents. However, having 
few military duties to perform, the officers were able to turn 
their attention to trade and farming. They could get convict 
servants to help them and often had a little farming skill. 
Moreover they always had more capital than others in the 
colony, s° that as the wife of the most famous of them— 
John Macarthur-wrote: ‘with a few others possessed of 
money and credit in England, they united together and pur¬ 
chased the cargoes of such vessels as repair to this country 
from various quarters. Two or more are chosen from their 
to bargain for the cargo offered for sale, which is 

suWr!nl?n d a M 0I £ the, £ in P ro P ort »on to the amount of their 

nf P V T h< : °^ cers thus monopolised all the stores 
c °lony, particularly rum, which became ‘a much appre- 

exchange aV 0 " « well as a medium of 

were hit, ln .» bsence of ^ough proper currency. Profits 

vovage hv he i S ° wa ? the risk in the da Y s of a long 
by !? - ng sh,p: and sometimes, as in England, they 

vouM pay them servants in kind, 'by truck,’ for there was 
on byXrter!" t K C ° lony and its ec °nomy was largely carried 

portaticin' Wl pr0blem . became ev , en more acute when trans- 
Kenrh n ^ stopped after 1793, owing to the 

number ° n ' y in 1801 did a ^stamial 

r of oonvicts arrive—probably the result of the 

■“waScTS&oiy *3,""“* md “ i Quot ' a - E- O. O. Shsan: 
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famine’ years of 1799 and 1800 in England, when food prices 
there soared and misery was at its worst, causing riots and 
breaches of the peace, and the subsequent transportation of 
the culprits. A few free settlers came out in the following 
years for the same basic reason—owing to bad conditions at 
home; but during the ’nineties free settlers had been few. Of 
them Governor King wrote, in 1802: ‘I am sorry their in¬ 
dustry and exertions by no means answer the professions they 
made in England, several of whom are so useless to them¬ 
selves and everyone about them that they are not only a 
burden to the public, but a very bad example to the indus¬ 
trious. . . . They are maintained by the Crown for eighteen 
months, and have the labour of two convicts, which is suffi¬ 
cient to provide against the time of doing for themselves, 
but that period too often discovers their idleness and in¬ 
capacity.’ 0 

The poor quality of the free settlers and their lack of 
farming knowledge and equipment made the governors’ task 
of increasing the food supply a hard one. Hunter (1795- 
1800) tried to assist the settlers, and to revive public farm¬ 
ing, but without success. What development there had been 
in the colony—and by 1800 there were 8,000 acres under 
cultivation, compared with only 3,000 acres in 1795—was 
mainly due to the exertions of the officers cultivating farms— 
moved by the ‘acquisitive’ spirit. Governor King feared that 
these exertions might be checked by the restraints he laid on 
their monopolistic trading; but on the other hand these 
restraints were necessary to help the small settler—particularly 
the ex-convict. ‘It is notorious,’ wrote King, ‘that since 1792 
the utmost licentiousness has prevailed among this class, 
although they have used the most laborious exertions in clear¬ 
ing land of timber; but unfortunately the produce went to a 
few monopolising traders, who had their agents in every 
corner of the settlement, not failing to ruin those they had 
marked for their prev by the baneful lure of spirits. So 
wretched has been this class that previous to Governor 
Hunter’s giving up the command forty-seven settlers had 
assigned their growing crops to satisfy their rapacious credi- 


5 Historical Records of Australia, Ser. I, vol. ill, p. 421 ff. 
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tors, and many were compelled to leave their families destitute.’ 
No wonder that in 1801 only 10,800 acres had been cleared, 
and only 8,000 acres were being cultivated. 

This was the state of affairs confronting Governor King, 
who reached Sydney in September, 1800. He was a man 
of considerable energy, and he set out to revive public farm¬ 
ing; he regulated the imports of rum, strictly controlled the 
assignment of convict labour. Thanks to the new arrivals— 
both convicts and free—he was able to increase the acreage of 
the public farms to over 1,000, and in 1802 the total wheat 
yield of the colony was 68,000 bushels, which was sufficient 
for its needs. Of this, the biggest proportion came from the 
larger officer settlers, whose greater skill and capital were now 
being used to advantage, though they continued to trade for 

inrvv»°' Vn probt * Thirty-two military officers now held 
lU.tXXJ acres ;apart from Macarthur and Balmain, who owned 
another 5,000, though of course not all this land was cultivated. 
Nevertheless there were also 550 peasant farmers with an 
average holding of about 40 acres. Their increased prosperity 
re ueed the percentage of the population drawing government 

nnnnbt T/° ln 1798 t0 37 in 1804 ' ‘hough the total 

population had increased from 5,000 to 7,000. 

Lamn£L C J!! iCi ^ °u ^ officers aroused their opposition. 
Lampoons attacking the Governor circulated freely in Sydney 

My powers to make great, 

O’er the laws and the State, 

Commander-in-Chief I’ll assume; 

Local rank, I persist, 

Is in my own fist; 

To doubt it, who dare shall presume? 

Mv f^Tr US “V™ my birth 1>d an J tch, 

My fate I foretold but too sure; 

I ho a rope I deserved which is justly my due 
I shall actually die in a ditch— 7 ’ 

And be damned !’ 6 

_nLondon, Macarthur, who had powerful connections at 

vol. iv. pp. d |67^i. r sed, ’ )o us ■-MV.nymous papers,’ s~c H R.A., Scr. I 
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the Colonial Office, was working for the Governor’s recall. 
He was successful, and in 1806 Bligh was appointed. 

The new governor agreed with his predecessor about the 
character of most of the settlers; he demanded that ‘plain 
sensible farming men' be sent out. Meanwhile he deter¬ 
mined to try to assist the settlers on the Hawkesbury in their 
trading concerns with the Sydney merchants and money¬ 
lenders. His opposition to the officers, combined with a 
‘quarter-deck’ manner, led to the ‘Rum Rebellion’ and his 
deposition in 1808. 

Bligh had planned to grant land to settlers on a graduated 
scale, according to the capital they possessed. But this idea, 
which was an extension of the demand of his predecessors 
for a better class of free settlers, could not be fulfilled with¬ 
out a great increase in immigration; and this was not yet 
forthcoming. During the interregnum between the deposi¬ 
tion of Bligh and the arrival of Macquarie, the military 
Lieutenant-Governors granted land with a free hand—75,000 
acres in two years. 

These grants were made partly because the rebels wanted 
to gain friends, partly they were due to the development of 
the wool growing. In 1798 Sir Joseph Banks, who had 
accompanied Cook on his voyage of discovery, and who was 
therefore regarded (quite unjustifiably) as an expert on 
Australia, had written: 'We have now possessed the country 
of New South Wales more than ten years, and no one article 
has hitherto been discovered, by the importation of which 
the mother country can receive any degree of return for the 
cost of founding and maintaining the colony.’ He was wrong. 
By 1801 the first coal had been exported as well as timber, 
whale-oil and sealskins, and the wool trade was in its in¬ 
fancy. 

This industry owes much to Macarthur. In 1794 he had 
successfully crossed Bengal and Irish sheep; and in 1799 he 
obtained some merinos from South Africa, and two years 
later purchased 1,200 sheep from Major Foveaux when the 
latter was transferred to Norfolk Island. When sent to 
England under arrest in 1801 he took with him samples of 
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his wool. He found the woollen industry suffering from a 
lack of raw material owing to the Napoleonic wars, so it was 
not surprising that a committee of woollens manufacturers 
welcomed the possibility of a new source of supply of wool, 
which they pronounced to be as good as any that had come 
from Spain. A committee of the Privy Council recom¬ 
mended that the government should help Macarthur, and 
he was given a grant of 5,000 acres by Camden, the Colonial 
Secretary. The Privy Council indeed had only favoured 
such a grant as would not ‘retard or prevent the other in¬ 
habitants of New South Wales from turning their attention 
to the growth and improvement of fine wool, or perhaps in 
other respects counteract improvements of the colony,’ and 
Sir Joseph Banks doubted ‘the propriety of granting land in 
perpetuity’ for sheep farming. But Macarthur had power¬ 
ful friends and obtained his 5,000 acres at the ‘Cowpas- 
tures,’ one of the most fertile areas in the whole colony. 

Bligh was not opposed to the development of the wool in¬ 
dustry ; but he was anxious to make the colony selt-sufficient 
in food-stuffs. ‘Out utmost exertions,’ he wrote, ‘must like¬ 
wise be to Agriculture to supply the shipping, and the col¬ 
lateral advantages of a Wool trade will then be supported by 
competent means. 7 

It is too much to say that Macarthur and his party stood 
for freedom and progress and the successive Governors for 
reaction. The officers wanted freedom to exploit the com¬ 
munity and the Government; the Governors were trying to 
protect the community, and particularly the small farmers— 
whether ex-convicts or not. On this policy they were obey¬ 
ing the instructions given to them in England. Nevertheless, 
if the officers’ trading had its evil features, perhaps inevitable 
in an infant community, far from its supplies and with gover¬ 
nors inexperienced in economic problems, at the same time, 
they were responsible for the chief agricultural progress of the 
colony. They had capital; they had some knowledge; they 
had the will to work in their own interest; and if they could 
get conv ict labour cheaply their task was relatively easy. 

7 Quoted by H. V. Evatt: The Rum RebeUIon, p. 13. 
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Seeking for profits only, they could turn their attention to wool 
and neglect the growing of food-stuffs. It was not for them 
to worry about self-sufficiency when wool-growing required 
so much less labour. As the boundaries of the settlement 
expanded, and the land under cultivation increased, the food 
problem became less pressing; experiments in pastoral 
development were to be welcomed. But the situation was by 
no means stable. The British Government did not envisage a 
pastoral economy. The early governors repeatedly asked for 
the ‘sensible farming men’, who were necessary for the 
development of an agrarian peasant economy. But what 
would happen to the pastoralists and capitalist farmers if they 
arrived ? 

READING: 

E. O. G. Shann: Economic History of Australia, chs. 1-3. 
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CHAPTER III: DEVELOPMENT 

When Macquarie succeeded Bligh as Governor in 1809, 
no change in policy was anticipated. He was instructed to 
regulate the traffic in spirits, and to remove the maximum 
limits on prices; he was told that ‘it is much to be doubted 
whether there be any good policy in maintaining any longer 
a Government Farm and Government Cattle. . . . The Dis¬ 
tribution of the Convicts employed on the Government Farm 
among the settlers may be more useful. M He was author¬ 
ised to free convicts and grant them lands—30 acres if un¬ 
married, 50 acres if married, plus 10 acres for each child 
‘provided that the person to whom the said land shall have 
been granted shall reside within the space, and proceed to 
the cultivation thereofand these emancipists were to be 

1 Castlereagh to Macquarie. 14th May. 1809; H.R.A., Scr. I. vol. vll. 
p. 80-3. 
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assisted by the Government ‘until such a time as their joint 
labour may reasonably be expected to enable them to pro¬ 
vide for themselves.’ Lands were also to be granted to free 
settlers—up to 100 acres more than that granted to the 
various classes of convicts; for larger grants the approval of 
the British Government was to be obtained. 2 

Though these instructions provided for slightly less gov¬ 
ernment interference in the economic life of New South 
Wales, they certainly did not suggest any change in the 
British Government’s idea of the character of the colony. 
Free settlers were to be permitted to emigrate, but it was 
the emancipist who was to provide the backbone of the 
settlement; and the idea of the community of small farmers 
was still paramount. The free settlers were an excresence— 
particularly those who were striving to become large land 
owners. ‘The settlements must be considered as receptacles 

i°fi r io» ^ r0tC Bathurst ' the Colonial Secretary, in 

I , ; the Governor's view was that ‘in coming to New 
South Wales, free settlers should consider they are coming 

1°* . Co " vl P t Country, and if they are too proud or too deli¬ 
cate in their feelings to associate with the Population of the 
Country, they should consider it in time, and bend their 
course to some other country in which their prejudices in 
this respect would meet with no opposition.’ 4 

During Macquarie’s term of office from 1809 to 1821 free 
Htumgration was still slight, though appreciably Setter than 
Wore. Arnvals numbered 730 persons, or an aTeraVe o" 

adopted" 3 in t °. the ( polic 7 of government economy 

f ln . Great Br,tain af «r the Napoleonic war assist 

s‘ ree m Ss S ^thfT' ‘*° pe ™ ns ™ -iiiwc-d to 

selves a • ‘ th colony un,ess ,he y can prove them- 

assistance oUhTr Pr ° Perty , to est ablish there with the 

RritlcK r f th Governmen C said the circular letter of the 
British G overnment to intending migrants.’ 

: .... 

5 Quoted by B. ^>^11. pp. 775-6. 
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In New South Wales, to stop speculation in land, Mac¬ 
quarie required that a certain proportion of any grant should 
be brought into cultivation each year; and after 1818 he 
would not grant land to immigrants with less than £500 
capital. These regulations were strengthened in 1821, and 
though often evaded, did definitely discourage people from 
emigrating unless they had some form of property. 

There is little doubt that Macquarie disapproved of most 
of the free settlers. One reason was simply his anxiety, 
following repeated instructions from England, to keep down 
his expenditure. ‘I must beg leave to recommend that the 
number of free settlers sent out from England be limited to 
as small a number as possible,’ he wrote. ‘Every settler who 
obtains permission to come out to this colony incurs a very 
serious expense to the Crown. Permission is often given to 
persons for a passage to this country, who arrive in so des¬ 
titute a state that I am necessitated to extend the assistance 
of Government towards them, for I cannot see His Majesty s 
subjects starve or perish.’ 6 7 To prevent this it was decided in 
1814 that new settlers would only be supported by the Gov¬ 
ernment for six months after their arrival in the colony. 

Macquarie was convinced, like his predecessors, that the 
free immigrants made bad colonists. He pointed out that 
many were sent out by relatives to relieve themselves and 
‘throw the weight of a most troublesome and useless set of 
persons on the Government of this country.' Moreover, 
nearly the whole of those persons who have arrived here 
in the character of settlers ‘have been ignorant of every¬ 
thing in the farming line, and have, in consequence, gener¬ 
ally proved totally inadequate to the task they have under¬ 
taken, and on these occasions they immediately look to Gov¬ 
ernment for assistance to extricate them from the difficult!e5 
their ignorance had previously involved them in. btill, he 
was ready enough to accept settlers if they were of good 
quality.’ He did not reduce free immigration to a ‘mere 


6 Macquarie to Liverpool. Nov.. 1812: H.R.A.. Ser I. vol. vll. PP- M7-9. 

7 H R.A., loc. cftt.; and cf, vol. vlll. pp. 303-4, and vol. lx, pp. 79 
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trickle’; it had never been any more. But admittedly he did 
little to encourage it. 

Nevertheless population was increasing—by transporta¬ 
tion and natural growth. In 1810 there were 12,000 people 
in the colony. Between 1810 and 1820 16,493 male convicts 
were sent out, 11,000 in the last four years. In 1820 in 

? 0 i> th Wa,es « th ere were 24,000 persons, of whom 
1,30 7 had come free, 1,495 were bom in the colony, 159 had 
received absolute pardons, 962 conditional pardons, 3,255 
were time expirees,’ 1,422 had tickets of leave, 9,451 were 
serving as convicts, and nearly 7,000 were children. With 
such a population it was inevitable that the Governor should 
follow a policy which considered the interests of the emanci¬ 
pists, much as it might be disliked by 'respectable’ settlers. 

tented* tH?t Iat L tCr were seIf ' s eeking and discon¬ 
tented. They imagine that they have done His Majesty’s 

Government so great a favour by coming to New South 

»h* Si* n ° CX 5 en ? e ° n the part of the Crown can repay 

nl S 8 ? 0111 and the ™ any great donation s they receive 

Z inL^T’ T‘ Wi ‘ h n ° °‘ her retUrn tha " discontent 
and ingratitude on their part. . . . The grant of land which 

is bestowed on one gentlnnan settler jrom England would 

be suffi c, en t f ° r S i x famiIies of emancipated or 6me expired 
convicts, who cultivate their ground in gratitude and thank¬ 
fulness for the favours bestowed on them.’ 1 

In fact, much as the free settlers might comolain Mar 

a bi 

quarters by Macquarie. Of this 55,000 acre! were held bv 

doneVTer e 240MO 9 ' 000 ^ ? y those who had been par* 

scjSKffa re 

« Macquarie to Liverpool. Nov., 1813; H R A Ser t , 

• A. a Scr. I. vol. vii, pp, 557 . 3 , 
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The Governor had been instructed to lay out and build 
towns. Of first importance was Sydney. Macquarie had 
no official architect, but after a time he found one among the 
convicts—Francis Howard Greenway, who arrived in Syd¬ 
ney in 1814 after being sentenced to transportation for con¬ 
cealing his assets in bankruptcy. In 1811 the Governor had 
granted a legal monopoly to import spirits to three men, who 
in return undertook to build a large general hospital. Though 
the monopoly may be criticised, the hospital was necessary; 
and there was probably no other means of getting it built. 
In 1815 Greenway attracted notice by pointing out faulty 
work in its foundations; he was then made civil architect and 
assistant to the Inspector of Public Works. Of his work, 
Shann writes: ‘He set a new standard in colonial architec¬ 
ture which influenced private as well as public building 
throughout Van Dieman’s Land and New South Wales. He 
worked in a style simple and stately. The secrets of his 
strength are scale and proportion. He brought into the con¬ 
vict colonies a quality which dignified the pleasant home¬ 
steads of the ‘Old Colonial’ days, with their shady gardens 
of great trees, both native and exotic, and preserved for a 
time the tradition of an earlier elegance.’ 9 

Not only town buildings, but roads and bridges were con¬ 
structed by this energetic Governor. In 1813, encouraged by 
Macquarie, an exploring party led by Gregory Blaxland suc¬ 
cessfully crossed the Blue Mountains, which had hitherto 
hemmed in the settlement. Next year Macquarie sent his 
assistant surveyor—Evans—to investigate the lands on the 
other side. He reported ‘vast areas of grazing country,’ not 
divided by barren spaces as on the coast, and hundreds of 
miles of rolling grassy plains, which would be equal to every 
demand which this country may have for an extension of 
tillage and pasture lands for a century to come. Well 
might Blaxland claim that his discovery had ‘changed the 
aspect of the colony from a confined, insulated tract of 
land to a rich and extensive continent.’ 1 


9 Economic History of Australia, p. 64. 
1 Quoted, E. O. G. Shann: op. cit., p. 
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But this land had to be opened up. A road had to be 
built; and built it was by January, 1815, despite growing 
complaints from London at the expense. Macquarie had 
already built turnpike roads on the coastal plain, for, as he 
explained in 1812, ‘making permanent roads and bridges is 
one of the first steps towards improving a New Country. 
Permanent roads through this Wide Extended Colony can¬ 
not be constructed at the entire expense of the inhabitants 
for many years to come, and they imagine that they have 
a right to expect that at least part of the Colonial Revenue 
ought to be laid out and appropriated to the construction of 
permanent roads and bridges, streets and wharves, wherever 
these are essentially necessary.' 2 Criticism of this policy 
might be expected from the British Government, striving to 
balance its budget after the war, and regarding the settle¬ 
ments as ‘receptacles for offenders. ... So long as they 
continue destined to this purpose by the Legislature (of Great 
ntain), their growth as colonies must be a secondary con¬ 
sideration, and the leading duty of those to whom their ad¬ 
ministration is entrusted will be to keep up in them such a 

system of just discipline as may render transportation an 
object of serious apprehension.' 3 


c . our , se ’ ; vas Y hat Macquarie was not doing. In 

attract?, f Ve ‘° P C ° l0ny he was making it more 
attractive to freemen. At the moment these were mainly 

future ^Bm M* ‘ ime ° f ^ “"migration was still m the 

British r MaCquarie was advancing that time; and the 

and to ,S >Vernment t at " r o a, ' y °W e cted—both to the policy 

Tohn Th Pe £- e - In 1819 ,hey sent out a Commissioner, 
J n Thomas Bigge, to investigate the conditions of the 

colony and to find out ‘how far in its present improved and 

me easmg state it was susceptible of being made adequate 

to the objects of its original institution.' 9 

Before Bigge s arrival two other achievements of the 


3 | n ^ h ,c< " r '’' |t ° vl O° 1 p U ”'5 ° Cl " 18U; " R A . S<r VO., vll, pp. 601-5: 
3 Bathurst to B,^ Jan , lnt . „. R A .. s „. , x pp ^ 
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Governor had helped to make the colony more suitable for 
the normal development of a free economy. From its foun¬ 
dation New South Wales had lacked an adequate currency 
to use as a means of exchange. Occasional specie imports, 
private ‘I.O.U.s,’ Government promissory notes, even ‘rum,’ 
had served as money. Macquarie established a ‘token’ cur¬ 
rency from dollars imported from India and Mexico with 
coins with the value of 5/- and 1/3. He also vigorously 
advocated a bank which might issue notes against land, and 
which might restrain the unlimited credit of the imprudent. 
In 1817 he granted a seven-year charter to the Bank of New 
South Wales. The Colonial Office was unwilling to confirm 
his action; it disapproved of the privilege of limited liability; 
it asked Bigge to investigate. The latter did not recommend 
the renewal of the charter; but it was renewed by Brisbane 
in 1824. Shann writes 4 : ‘Whatever its standing in the 
eyes of the law, the Bank proved a vigorous custodian of 
the community’s financial interests.’ 

Macquarie did not neglect the pastoral industry, though he 
did not realise its future importance to Australia. Indirectly 
he helped it by building roads, stabilising the currency, grant¬ 
ing lands and promoting exploration. Directly, he was able 
to obtain from the British Government licences for the free 
export of wool to England, and he helped to establish flocks 
in Van Diemen’s Land. In 1819 ho bought 300 merino ram 
lambs from Macarthur and sent them to the southern colony, 
where the sheep had hitherto been mainly Leicesters and 
Tees waters. By 1821 the graziers of the island could report 
that whereas hitherto the local wool had been thrown away 
or used for stuffing mattresses, now it was exported for sale 

in England. 

Macquarie's policy was really a compromise between that 
of the British Government and that of the ‘pure-mennos. or 
free settlers led by Macarthur. The former looked on New 
South Wales purely as a convict settlement. They de¬ 
manded that the situation of convicts be not divested of all 


4 op. cit.. p. 58. 
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Salutary Terror;’ they demanded, above all, economy—de¬ 
spite the necessity of accommodating growing numbers of 
prisoners in New South Wales, when crime at home—and 
therefore transportation—was at its height, in the disturbed 
years after Waterloo. 

Macarthur wanted freedom to make money—and in so 
doing he would help the colony—freedom to develop his 
pastures unhindered by undue consideration for the poorer 
classes. The transportees should be assigned to the free 
settlers; emancipists should not be given land; rather should 
they work as landless labourers for the sheep aristocracy 
that ought to be established. 

In this Macarthur was correctly forecasting the future de¬ 
velopment of Australia down to the gold rushes. The ‘squat- 
tocracy was established and the small fanner largely ex- 
cluded For a pastoral economy this was probably inevit¬ 
able. It is only with the development of agriculture and 

dairying that the small man has won his place as an Aus¬ 
tralian landholder. 


Bin before the Blue Mountains were crossed, Macquarie 
had to protect the small settler from the pastoralist in the 
small area of good land available. Before the advent of 
, fr “ 'mmigrants it was to the emancipist he had to 

oThe^n he - d . aS , hC Sa,d ’ ' the S^est possible rewards 
them When‘S- ^ r< t forma,ion of manners, by considering 
npht'c 'A ! h !, s 1S tl ’ e “ae. ln every way entitled to the 

A rr- 7 , bS 

ance in quarters where co-opemtion was absolute^ nece!s^ 
batiln of , C he S p 0 a r* T™*. fortified aIs ° with*!ap^ 

5 Mac <Juarle to Bathurst. June i 8 13 - H r a c , 

’ 1813. H.R.A., Ser. I. vol. viU. pp. 7 7s . 8 . 
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wards them a larger share of attention than he has mani¬ 
fested towards those of the free class.’ 6 

Macquarie thus aroused the opposition of the colonial 
aristocrats by building on the emancipists, and the opposi¬ 
tion of the British Government for building at all. Never¬ 
theless lie could look back on his achievements with pride, 
confident that future generations, especially with growing 
numbers of free settlers of a better type, could develop from 
the foundations he had laid. On his return to England, he 
summed up his work thus: ‘I found the Colony barely emerg¬ 
ing from infantile imbecility, and suffering from various pri¬ 
vations and disabilities; the country impenetrable beyond 40 
miles from Sydney; agriculture in a languishing state; com¬ 
merce in its early dawn; revenue unknown; threatened by 
famine; distracted by faction; the public buildings in a state 
of dilapidation and mouldering to decay; the few roads and 
bridges, formerly constructed, rendered almost impassable; 
the population in general depressed by poverty; no public 
credit or private confidence; the morale of the great mass of 
the population in the lowest state of debasement, and re¬ 
ligious worship almost totally neglected. ... I left it reap¬ 
ing incalculable advantages from my extensive and important 
discoveries in all directions, including the supposed insur¬ 
mountable barrier called the Blue Mountains, and in all 
respects enjoying a state of private comfort and public pros¬ 
perity, which I trust will at least equal the expectation of 
His Majesty’s Government.’ 7 


6 Blgge's report on the State of New South Wales, quoted. Fltxpatrlck: 
op. cit., pp. 224-5. 

7 Macquarie to Bathurst. July, 1822; H.R.A., Ser. I, vol. x, pp. 671-3. 
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CHAPTER IV: TRANSITION 


During the ten years after Macquarie left New South 
Wales there were considerable changes in the colony. By 
1830 the predominance of the free settlers over the con¬ 
victs was assured, and limited powers of self-government 

had been granted to enable the colonists to curb the autocracy 
of the Governor. 


The instructions given to Sir Thomas Brisbane in 1821 
scarcely differed from those issued to Macquarie twelve 
years earlier. Brisbane was still the autocratic Governor of 
a penal settlement. But in 1819, and again in 1821, petitions 
had seen sent to London asking for trial by jury and cer¬ 
tain economic concessions. As a result, the colonists were 
permitted to distil grain, ships of less than 350 tons were 
for the first time permitted to engage in the colonial trade, 
and customs duties were lowered. In 1823 a Legislative 
Council, appointed by the Crown, was established with limited 
powers; a Supreme Court was created, and the right of trial 
by jury was granted in civil cases. When Sir Ralph Darling 
was appointed Governor in 1825 he was instructed to follow 

not a . d „ V,Ce w 3 " f XeCU ! ive Council - T h«e concessions were 

Wentwo U rfh d r the “ lonists ' wh <>. under the leadership of 
u • de f reu ? ded , a representative Legislature, a free 

Coundl ^ ,UTy A a " cases - In 1828 ‘he Legislative 
eme" , increased in size, and the special powers of 

2ZTlZ^Z: h ' ch the Governor had hitherto p° s - 

ment^of the nS roloor al T!! angeS r * flect the cconomic develop- 
ment ot the colony. There was a marked increase in free 

immigration and in land grants. Compared whhTn annual 

neadv 3(XX) a f™ Ut - 60 - Under Mac< l uarie . from 1821 to 1825 
nearydOOO free immigrants arrived. Brisbane’s land prant 

c«str n Lr re BrT i,ar ;°,; hose ° f «■ 

cessors. Like Bligh and Macquarie, Brisbane wanted as 
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free immigrants only those with sufficient capital to sup¬ 
port themselves and employ the convicts. These, unlike 
Macquarie, he was anxious to encourage, and his regula¬ 
tions certainly discriminated against the poorer immigrant 
who might want land. On the other hand he was anxious 
to attract from England immigrant skilled artisans who would 
help to relieve shortage of labour. As for the poorer settlers 
in the colony—emancipists and others—who wanted to take 
up land—these Brisbane wished to restrain so that they would 
be available as labourers to work on the existing farms and 
pastures. 

Land grants almost doubled in four years; they totalled 
over a million acres in 1825. By 1828 they had more than 
doubled again. Quit rents were increased; from 1789 they 
had been only 1/- per 100 acres; in 1823 they were raised 
to 3/- per 20 acres. In 1824 Brisbane authorised for the 
first time the sale of land—100,000 acres at 5/- per acre; 
but sales were not intended to supersede grants; the two 
systems were to exist side by side. But in 1825 the Gover¬ 
nor virtually amalgamated the two by providing that the 
annual quit rent could be redeemed ‘at twenty years’ pur¬ 
chase’ (i.e., the holder could purchase land granted to him 
by paying at once 20 years’ quit rent). The Colonial Sec¬ 
retary, Bathurst, agreed with this plan; he wished to re¬ 
strict grants in the future to poorer settlers, with a maxi¬ 
mum of 2,560 acres; richer settlers were to be permitted to 
buy 9,600 acres at auction; and rebates were to be allowed 
to settlers of both types if they maintained convicts. 

Under Darling this joint policy was continued for an¬ 
other five years, during which the number of free immigrants 
was nearly 5,000. In 1826 the Government, in order to 
attract ‘good’ settlers, offered special concessions to officers 
of the army and navy, whose arrival helped to swell the 
propertied class. Another attempt to stimulate settlement 
was made by reviving the ‘Veteran Companies, first intro¬ 
duced by Macquarie. These were raised in England for 
service in Australia, and it was proposed that they should 
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be discharged after two years, when it was hoped they would 
become useful settlers. This hope was not fulfilled. ‘There 
are not half a dozen men out of the two companies here 
whose services are worth half the rations they receive. . . . 
They are the most drunken, disorderly, worthless set of fel¬ 
lows that ever existed,’ wrote Darling. 1 

The free immigrants were, as one would expect, a mixed 
lot. Some were men of considerable worth; others had emi¬ 
grated owing to ‘family circumstances over which they had 
no control.' Some tried to evade the land-grant regulations 
by misstating the amount of capital they possessed. Many 
who obtained permission to emigrate did not intend to settle 
on the land; when they reached New South Wales they pre¬ 
ferred to become merchants or speculators. 

In the atmosphere of the colony at that time, ‘business 
morality was at a low ebb; the merchants and landholders 
carried on their enterprises in a manner reminiscent of earlier 
years when the rum traffic was at its height. . . . But in 
general the immigrants contained a solid majority of people 
determined to improve their status by hard work. They 
were, on the whole, members of the English middle class, 
farmers and merchants who would be likely, more than any 
other class, to lay the foundation of a solid economic and 
social organisation.’ 2 Thus a policy was adopted of trying 
to encourage the settlement of men with capital, which might 
have transformed New South Wales into a 'plantation colony* 
on the American model. 

Two other steps destined to have important consequences 
were also taken in this period, one in the colony and the 
other in Great Britain. In 1827 Governor Darling began to 
issue grazing licences to pastoralists; after a brief experi¬ 
ment the terms were fixed, in 1828, at an annual rent of 
2/6 per hundred acres, with liability to quit on one month’s 
notice. From this small beginning grew the squatting move- 
ment an d the great pastoral expansion 3 ; and the idea of 

1 pp r, 80-7. to Undcr - SccreUir y Hay. Feb . 1827; H.R.A., Ser. I, vol. xlil, 

3 Se* B beKw dg S Ck v : Imml * rat,on lnto Eastern Australia, p. 58. 
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the earlier Governors that New South Wales should be a 
colony of farmers was thus definitely abandoned. 

In 1825 the Australian Agricultural Company was granted 
a charter by the English Government for the purpose of ‘the 
Cultivation and Improvement of the waste lands of the colony 
of New South Wales.' The company began operations next 
year on a site near Port Stephens, but for some time the 
settlement languished. Then in 1828 Sir Edward Parry, the 
famous Arctic explorer, was put in charge. He had difficul¬ 
ties enough. The land was unsuitable—part ‘rocky, precipi¬ 
tous and sterile,’ and part too wet for sheep; the available 
labour was bad, even the free servants being ‘idle, dishonest 
and unmanageable’; there were native raids to be beaten off 
—and arming the shepherds turned them into bushrangers; 
to cap all, a three years’ drought set in. But Parry per¬ 
severed. Exploring expeditions were sent out, until, after 
several failures, fertile lands were found in 1832 on the Peel 
River. But permission to occupy these lands had to be 
obtained. What of the rights of future small settlers? Or 
of the existing squatting cattlemen? Finally the company in 
England persuaded the British Government to make a grant; 
550,000 acres were obtained on the Peel River, on Liver¬ 
pool Plains, and on the Gloucester River flats near Port 
Stephens, as well as 2,000 acres of the Newcastle coal fields. 

Development, by the company and by the free settlers, 
brought increasing prosperity to the colony. Exports which 
were worth £106,600 in 1826 had three times that value in 
1831; imports increased from £360,000 to £490,000. New 
South Wales was not yet self-supporting in food, for wheat 
had still to be imported from Van Diemen’s land; but it had 
over half a million sheep; and if manufactures were few, wool 
exports had increased fifteen-fold between 1821 and 1831 
and totalled over a million pounds; cattle numbered over 
250,000, and two coal mines were producing 5,000 tons 
annually. 

The demand for labour was increasing, which should have 
reduced the expense of maintaining convicts. But the British 
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Government was worried. ‘I must impress upon you,’ wrote 
Bathurst to Governor Darling in 1827, ‘the difficulty I feel 
in reconciling the scarcity of assignable convicts, of which 1 
have received accounts from all quarters, with the enormous 
and increasing expense with which this country is still being 
charged on account of the prisoners. . . . The system of 
grants laid down by Sir Thomas Brisbane, by which every 
grantee was bound to receive and maintain one convict for 
every 100 acres of land, first led His Majesty’s Government 
to adopt the regulation now in force, by which a bonus is 
offered for the employment of convicts; but it now appears 
that a total change had taken place in the circumstances of 
the colony, and that, instead of a great number of the con¬ 
victs being thrown on the hands of the Government, the 
supply falls infinitely short of the demand for their services. 
. . . Such a competition exists among the settlers to obtain 
them . . . that it is no longer necessary to hold out any 
premium to ensure their being taken off the hands of the 
Colonial Government.' 4 

Once again the supply of factors of production had become 
uneven. In the early days of the colony labour was present 
—bad labour, convict labour, but still labour. The gover¬ 
nors had demanded settlers with capital to employ that labour 
and develop the land. They proposed to limit land grants 
in proportion to the means of the settler. They got settlers, 
some with capital, some without; latterly they had been fairly 
successful in excluding those without, or, if they came, in 
keeping them off the land. ‘When the Governor shall be 
satisfied of the character and respectability of the applicant, 
and the amount of capital he can command, and intends imme¬ 
diately to apply to agricultural purposes, has been duly ascer¬ 
tained, he will receive the necessary authority to select a 
grant of land proportionate in extent to the means he pos¬ 
sesses, declared Darling, 5 but these intentions were not al¬ 
ways earned out. 


4 H.R.A., Ser. I, vol. xlll, p. 221. 

5 I™!. ^"x.v. hl » h 3 7« nd ■■ ,ran,e<i *» '» N.S.W.; 


H.R.A., 
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But with the increase of capital came the need for more 
labour; it is ‘capital in labour which we need,' said the Syd¬ 
ney Gazette. A system which reserves land for capitalists, 
but provided no labour to cultivate it, was certainly un¬ 
satisfactory. In 1829 came 3,329 convicts—the largest con¬ 
tingent yet received and more than twice the number of 
Darling’s first year—and over 2,000 immigrants; but they 
were not enough. Many of the convicts were not available 
for assignment to settlers; ‘many from their extreme youth, 
old age, blindness and other bodily infirmities would be 
totally useless’; some were needed for public works; long 
sentence men could not at once be assigned. Restrictions on 
emigration from England had been removed in 1825; but 
more than this was needed—positive assistance must be 
provided if many were to be able to afford to make the long 
passage to Australia. Moreover, the British Government 
wanted emigration to relieve England of her paupers. 

The English population was growing rapidly; poverty was 
widespread; the burden of the Poor Rates under the Speen- 
hamland system of poor relief was heavy. Contemporaries, 
influenced by Malthus, bewailed the excessive population. 
Select Committees on the Poor reported in favour of emigra¬ 
tion in 1817, 1819, 1823, 1826 and 1827. ‘Emigration is the 
one obvious and immediate measure for correcting in some 
degree the redundancy of the population, and for mitigating 
the numerous evils which appear to result from its existence,’ 
reported the Committee of 1826. Thus increased migration 
was wanted both by Britain and the colony; but the British 
Government was reluctant to increase its expenditure to assist 
migrants. How then could the money be obtained? 

READING: 

B. Fitzpatrick: British Imperialism and Australia, ch. vii. 

R. B. Madgwick: Immigration into Eastern Australia, ch. Iv. 

C. M. H. Clark: Select Documents on Australian History, 1788-1850, 
sec. 8. 
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CHAPTER V: SYSTEMATIC COLONISATION 


One solution of the problem of supplying the colonies with 
sufficient labour to cultivate their lands was offered by Ed¬ 
ward Gibbon Wakefield. He had been imprisoned in New¬ 
gate Gaol in 1826 for abducting an heiress, and he tells us 
that ‘whilst in Newgate I had occasion to read with care every 
book concerning New South Wales and Van Diemen’s Land,’ 
and found that on the subject of colonisation ‘there was an 
immense amount of practice, but no theory . . . long ex¬ 
perience without a system, immense results without a plan, 
vast doings but no principles.' He determined to supply the 
plan and the principles. He wondered why the colonies had 
not progressed more rapidly. ‘At length the true light broke 
on me. The scarcity of labourers was an insuperable bar to 
any mode of cultivation that requires the employment of 
many hands.’ 


Lack of labour—this was why the colony did not prosper; 
this moreover was why so much wool was produced. ‘Owing 
to the scarcity of labouring hands, we produce hardly any 
commodity for foreign markets except wool, which may be 
produced almost without hands.' This Wakefield disliked • 
he feared the growth of the colonial flocks, and the over¬ 
production of wool, which would cause a fall in its price. 
What then was the remedy? The Government must stop 
making grants of land, and must also restrict the sale of land 
by offering it only at a ‘sufficient price.’ This restriction 
would serve two purposes. It would prevent anyone buying 
more land than he could profitably cultivate, so that the 
settlers would not become too ‘dispersed’ by having tracts of 
land bought but unused near the centres of population; thus 

1 T ♦if™ 1 ' 6 ^ a wh0 bought land shou,d use Se- 

r^ he nV nCtIO u n WOuld prevent iabourers buying land 
too easily. Before they could afford to purchase a farm for 

themselves they would have to work for three or four years 

for wages, so that the labour shortage would be overcome. 
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What was a ‘sufficient price’? Wakefield answered that 
he did not know, but that it would be found out by ex¬ 
perience. But it would be one that caused ‘neither super¬ 
abundance of people nor superabundance of land, but so limit¬ 
ing the quantity of land as to give the cheapest land a mar¬ 
ket value that would have the effect of compelling labourers 
to work some considerable time for wages before they could 
become landowners. A price that did less than this would 
be insufficient; one that did more would be excessive.’ The 
price would be different in each colony, according to local 
conditions; but in any particular colony it would be uniform 
and fixed. Sale by auction would raise the price and so 
impose too much restriction and hamper the development of 
the colony. 

Wakefield put forward these ideas in his ‘Letter from 
Sydney’—in reality written from Newgate in 1829. After 
his release, they were more fully developed, in many books 
and pamphlets. The most important addition to the theory 
was in answer to the question—What was to be done with 
the proceeds of the land sales? At first Wakefield said it 
did not matter in the least; 'the production of revenue is a 
mere incident of the price of land,’ and the price must be 
imposed ‘under any circumstances, even though the purchase 
money were thrown away.’ But obviously the money could 
be spent usefully. How better than as an ‘emigration fund,’ 
to pay the passage of those wishing to go to the colonies, to 
‘build a bridge, as it were, toll free, for the passage of poor 
labourers from an old country to the colony’ so that the ‘land 
will be colonised as fast as possible?' If the purchase money 
were used in this way, the ‘sufficient price’ might be reduced, 
for more labour would be coming to the colony; as the price 
was lower it would be less restrictive; therefore the labourer 
might hope to become a landowner more quickly, and so he 
would be more pleased. As the labourer became a land- 
owner, that is, as he bought land, more revenue would be 
available from the land sales, and more labourers could be 
assisted to emigrate. 
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At first he thought that this process would be self-regulat¬ 
ing, but later gave up this idea. There was no reason why 
the ‘sufficient price’ necessary to restrain excessive land sales 
should necessarily yield a revenue equal to what was required 
to subsidise emigration. The latter would depend on the 
cost of transport and the number of emigrants coming un¬ 
assisted. Consequently in his later writings Wakefield merely 
suggested that the revenue from land sales should be used to 
subsidise emigration, but did not argue that the subsidy 
should exactly equal the ‘land fund.’ In fact he suggested 
that some of the land fund might be spent on surveying, 

improving communications, or even on ordinary government 
services. 


Wakefield did not apply his theory to land good only for 
grazing. This should remain free, he argued, because ‘it does 
not affect the labour market ... it is the extreme cheapness 
not of natural pasturage, but of land for cultivation, which 
occasions scarcity of labour for hire.' 

He strongly opposed the transportation of convicts. Ad¬ 
mittedly convicts supplied labour, but not in the right pro¬ 
portion. ‘If for every acre of land appropriated, there should 
be a conviction for felony in England,’ all would be well. But 
this was indeed unlikely; to get sufficient labour, free immi¬ 
grants were necessary as well; and free immigrants were 
deterred from coming to a penal colony. Moreover, convicts 
corrupted the whole colony, made life and property insecure, 
encouraged drunkenness and vice; and a penal colony could 

not be granted self-government, which Wakefield thought 
very desirable. b 

wf° r hC - ?. Cld , t ! lat the colonies should not be regarded as 

- but rather * extensi °ns of an old society*- 
and the old society should send its good as well as its bad' 

not only paupers and convicts, but good citizens ‘l.nd 

lulll' , and , Publishers, merchants, bankers actors 
surgeons, lawyers, clergymen, singers-and at least one good 
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Political Economist!’ These people deserved the blessings 
of free government, in an ‘honourable and glorious co-part¬ 
nership with the Mother Country. Government from a dis¬ 
tance was inefficient, but ‘the colonists being an instructed 
and civilised people, would be as well qualified to govern 
themselves as the people of Britain. Qualified, entitled and 
powerful to govern themselves, they might either take a share 
in framing the general laws of the empire, by means of 
representatives in the British Parliament; or, if a mean 
jealousy on the part of Englishmen should prevent such an 
arrangement, they might frame their own laws, in a Colonial 
Assembly, under the eye of a Viceroy, incapable of wrong 
and possessing a veto like the King of England, but whose 
secretaries, like the ministers of England, should be respon¬ 
sible to the people.’ At all events, they must be governed 
with a view to their good and their contentment. This would 
‘render them happy in a most intimate connection with the 
Mother Country’ . . . and Britain would become ‘the centre 
of the most extensive, the most civilised, and, above all, the 
happiest empire in the world.’ This was a bold policy for 
1829. 

So much for Wakefield's theories. It remains to see how 
they were applied in practice. One Australian colony— 
South Australia—was almost completely ‘Wakefieldian.’ 1 
But even in New South Wales experiments in his system 
were tried, in place of the former unsystematic methods of 
granting or selling land. 

The first instruction came in a despatch, written in January, 
1831, from Lord Goderich, Colonial Secretary in the British 
Reform Ministry, to Governor Darling. 2 It was imposed 
on the colony without discussion even in the House of Com¬ 
mons—simply a Ministerial edict. Goderich pointed out 
that the elaborate regulations regarding land grants had not 
prevented ‘large tracts of land from being appropriated by 
persons unable to improve and cultivate them,’ the grants 


1 See chapter vi. 

2 H.R.A., Ser. I, vol. xvi, pp. 19-22. 
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liad been ‘arbitrary and capricious,’ quit rents difficult to 
collect, and the settlers had spread themselves too far afield. 
Hence Goderich instructed the Governor to 'suspend all 
further grants of land, and to dispose of it only through 
sale by auction with a minimum price of 5/- an acre, which 
would prevent the land being bought, but not cultivated. 


A fortnight later Goderich considered the question of emi¬ 
gration. 3 The British Government wished ‘to relieve the 
distress prevailing among the agricultural labourers of the 
South of England by enabling the Parishes to remove to the 
Colonies those who are without employment.’ As New South 
VVales wanted labourers the colony might ‘contribute some¬ 
thing towards defraying the expenses of the voyage,’ either 
by a tax on the labour of convicts,’ which would be equit¬ 
able owing to the great demand for their services, or from 
the revenue from the land sales, or by a contribution from 
the prospective employers of the immigrants. 

| a t3,n iS -4 POliCy ’ pUt int ° f0rce by the s °- called ‘Ripon Regu¬ 
lations, was an attempt to put the Wakefield theory into 

practice though from Wakefield's point of view the re y were 

many shortcomings. He considered the minimum price of 

land 5/- an acre—too low; he suggested 12 an acre as a 

more suitable figure He feared that the new policy would 

not be enduring; he would have preferred it to rest 

cised the‘ni e S °f d ^ S |! S ° f an Act of Parl >ament. He criti- 
640 < acres—°, **^ ai f' 0n: the size of ‘he allotments- 

MlS’Srss:*' ^ ~ ™ 

. 0r J the kst Point he need have had few ouaW a 
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3 Goderich to Darling. 23 Jon iaai. w A o 

4 VLcoum Goderich w.e 
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whom more than three-quarters were assisted, arrived in New 
South Wales. 

The Government was worried by the greater number of 
men than women in the colonies. Hence it proposed to 
encourage female immigration. Commissioners for Emigra¬ 
tion were appointed, and in October, 1831, they proposed to 
pay a bounty of £8 (or about half the cost of a passage) to 
unmarried women aged between 15 and 30 who would go to 
Australia. At the same time it was proposed to offer a loan 
of £20 to any mechanic who wished to emigrate with his 
family. 

The colonists and the home Government soon differed 
about the merits of this scheme. In Britain it was regarded 
as a means of reducing pauperism. But the colonists did not 
want pauper immigrants. It was argued that they did not 
understand what paupers were, that they were not neces¬ 
sarily the dregs of the population. This was true; but the 
migrants obviously had to be carefully selected, and this was 
something that the British Government could not do. 

From 1832 to 1836 a voluntary body—the London Emi¬ 
gration Committee—connected with a London charitable 
association, acted as the government agent. It tended to 
allow shipowners to select their own migrants, though it did 
try to discover whether those selected were suitable. But the 
shipowners were interested parties, and did not hesitate to 
descend to fraud and misrepresentation. Naturally the colon¬ 
ists complained. Sometimes it was the character of the 
women; ‘they made the whole colony a sink of prostitution, 
said the Rev. John Dunmore Lang. Sometimes it was their 
general unsuitability—too many cooks, ladies’ maids, and nur¬ 
sery governesses. ‘A good deal of disappointment,’ wrote 
Governor Bourke in 1835, ‘has arisen . . . from the want of a 
correct understanding in England as to the persons in re¬ 
quest here. The demand for governesses is limited and may 
easily be oversupplied. . . . Milliners and dressmakers are 
already too numerous.’ 5 There was ‘something wrong some- 
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where in the proceedings at home’; and between 1831 and 
1835 there were only 7,221 free emigrants to New South 
Wales, compared with over 16,000 convicts. 

This dissatisfaction led to a demand for colonial control 
of migration. In 1835 Bourke announced a new system. 
Loans to male migrants had been already converted into 
bounties, as few were being repaid. It was now proposed 
that settlers in Australia should be paid a bounty for bring¬ 
ing out suitable migrants; the migrant would be examined 
in Sydney, and if unsuitable the bounty—£30 for a married 
couple—would be refused. Up to 1839 ten bounty ships 
brought 1,650 adults and 700 children to New South Wales 
But again abuses crept in, so that the 'system gradually de- 
generated into a commercial speculation controlled by British 
shipowners, in their endeavour to gain the bounty. 6 

The pastorahsts strongly supported the ‘bounty system 1 
winch provided them with cheap labour. In fact! Wy' 

Irthur^son'^h ,0 T “ nViCtS - As Sir William Ma!- 

arthur, son of the famous John, pointed out in 1838* ‘I will 

suppose a man to be a shepherd and to have several boy o 

AS sat 

tended that such a famUy^ouM be moreTpensIve to their 

2 ^ e rs E old raHy 'I™ 1 ,/ 6 " twen ‘y children, from five or 
shilling a d °!y> P * at wages from threepence to one 

Side by side with the bounty system 
system’ was continued, by which ther . Gov ? rnment 

P?td by the government from the proceeds TfTT T* 
Efforts were made to select mnroc. % P [? . of land saIes - 

the unofficial London EmiSatTon r ° ? ,grants * In *836 

by an official ‘Agent for B^igratton^nd' 66 ref>laCed 
p • migration, and emigrants were 
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selected by naval surgeons returning from the colony who 
might be expected to know the conditions there and what 
type of people would be likely to ‘make good.’ But com¬ 
plaints continued; in vain did the British authorities argue 
that they could not send perfect settlers, but only the best 
that were available; for ‘it is necessary to be understood in 
the colony that the inclination to emigrate is not so unlimited 
as used to be supposed.’ The cost of assistance, the un¬ 
suitability of the emigrants, their ill-health, and the numbers 
of children and paupers that were sent—all these gave the 
colonists a source of grievance. For there was a funda¬ 
mental incompatibility between the desires of the colonists 
and the wishes of the British Government, which all Wake¬ 
field’s theorising could not overcome. The English wanted 
emigration—true, but those they wished to see emigrate were 
not welcomed in Australia. Enlightened opinion in the 
colony came to recognise that free immigrants could not work 
with convicts; the latter by themselves were too few; there¬ 
fore, transportation must stop, and immigration be encour¬ 
aged. But immigrants of good quality were not those that 
the British Government was most anxious to send; it was 
still inclined to worry about its paupers. 

In the past convicts had been ‘assigned’ to settlers for 
whom they had to work, but this system was unsatisfactory. 
From the viewpoint of the convict, it meant ‘a lottery of pun¬ 
ishment’—‘As the lot of a slave depends upon the character 
of his master, so the condition of a convict depends on the 
temper and disposition of the settler to whom he is assigned. 
He might be treated as a ‘petted son,’ or he might be flogged 
to death. From the viewpoint of the settler it meant favourit¬ 
ism. Bourke in 1835 ruled that a settler was to receive only 
one convict for every 160 acres held, or 40 acres cultivated; 
no one was to have more than 70; but this ruling was bit¬ 
terly attacked by the large settlers. From the viewpoint of 
the colony, it involved moral degradation by mixing the free 
and the unfree. 

What else could be expected when in 1835 there were in 
the colony less than 50,000 free persons and 28,000 bond, 
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with more convicts arriving at the rate of 3,000 a year? But 
labour was short; and to stop transportation would be ‘at¬ 
tended with the most serious consequences unless there be 
previous means taken to ensure the introduction of a full 
supply of free labour.’ Immigration must come first; then 
transportation might be stopped. In the next five years the 
number of free immigrants increased so much that trans¬ 
portation could be stopped. 

Between 1835 and 1840 the colony was very prosperous; 
land sales were large, and consequently funds available for 
assisting migrants were plentiful. In 1838 land revenue was 
over £ 150,000; next year over £200,000; in 1840 over 
£500,000; in 1838 came 7,400 migrants; next year nearly 
10,000; in 1840, 8,500; in 1841, 22,500!—satisfactory in num¬ 
ber, if not in all other respects. 

Thus in 1840 migrants might come to New South Wales 
as free unassisted settlers; or they might be ‘assisted’—either 
by the Government through the ‘Agent-General for Emigra¬ 
tion’ or by the ‘bounty’ system. Between 1832 and 1842 
over 50,000 assisted and 15,000 unassisted migrants arrived 
in New South Wales. Or they might come as convicts; 
over 3,000 a year did so in the thirties. Between 1830 and 
1840 the population of the whole of Australia increased from 
77,000 to 190,000; that of New South Wales (including Port 
Phillip) was 130,000 in the latter year. Of these, 87,000 
were men and 43,000 women; 30,000 had been born in the 

C ° ]0ny ^£?° WCre free settlers ’ 20,000 were emancipists and 
over 20,000 were convicts, of whom more than half were 
assigned servants.’ 


The colonists were now demanding local control of immi¬ 
gration and the stopping of transportation. The more -n- 
hghtened among them—such as the Macarthurs—realised 
that convict labour was not necessarily cheap labour; opposi- 

irEnnlnd 11 ^ 01 '^ 1 ^ grGW r S i r f e imm 'S ra fion increased, 
n England it was being realised how inconsistent were the 

A.Z tS A°hT lSicd em, .e ratl0n and transportation; and it was 
doubted if transportation as a punishment was a deterrent 
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After several committees had reported on the matter, an 
order-in-council in May, 1840, abolished transportation to 
New South Wales. But as regards increasing local control 
of immigration the appointment of a Land and Emigration 
Commission in England in 1840 certainly did not satisfy the 
colonists, though the suspension of assisted immigration in 
1842, owing to the depression in the colony, shelved the mat¬ 
ter for the time being. Meanwhile, in 1842, there was estab¬ 
lished in New South Wales a Legislative Council of 36 
members—12 nominated and 24 elected on a property fran¬ 
chise—with legislative powers but little control over the 
executive. It was much less than the colonists demanded; but 
it was a step towards self government, and played an im¬ 
portant part in the ‘squatting’ questions in the next few 
years. 8 

Much had been done in New South Wales between 1831 
and 1842; and much was due to Wakefield. A uniform 
system of selling wastelands had been established, which was 
an improvement on the former haphazard grants. That the 
labour shortage was not overcome was partly due to the 
advance of the squatter, who went beyond the prescribed 
limits of settlement and who did not buy his land. Wake¬ 
field had assumed that the desire of owning a freehold farm 
would be greater than it was. The profits from squatting— 
without freehold—were greater than farming freehold land. 

But land sales there were, and land revenue was used to 
subsidise immigration, which certainly helped to increase 
the labour supply. The proceeds of the land sales were not 
exactly equal to the expenditure on migration, but to this 
Wakefield would not have objected. On the other hand the 
connection between land sales and immigration—‘the two 
great pillars of colonial prosperity’—had been recognised. 
The emigration was not always well managed; it tended to 
be a case of ‘shovelling out paupers’; but it did stimulate the 
development of the colony. 


8 See chapter v. 
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The high price of land prevented the newly arrived immi¬ 
grant becoming a landowner. This was what Wakefield had 
wanted; but it involved the creation of a capitalistic agricul¬ 
ture and a landless rural working class. Cultivation by 
small holders was ruled out, on the plea that it was in¬ 
efficient. This plea is not necessarily true. Admittedly 
Wakefield believed that the immigrant would soon be able 
to buy land, but in practice he was unable to do so. His 
task was made harder by the raising of the ‘minimum price' 
from 5/- to 12/- in 1838 and £1 an acre in 1842 in order to 
‘prevent dispersion,’ and the system of sale by auction in¬ 
stead of at a fixed price forced up the value of good land, 
and made it still more difficult for the poor settler to buy. 
‘If any one wish to be a servant for twenty years and then 
begin to farm, Australia is his ground,* wrote one pastoralist. 
Nor did the high price in practice restrain ‘dispersion’ as the 
British Government intended. For the pastoral ‘squatters' 
did not buy their land, and the colonial Government could 
not stop them spreading over the interior. 


Sale by auction was opposed by Wakefield, but it was 
strenuously advocated by Gipps, Governor from 1838 to 1846. 
He admitted he had ‘never been a blind follower of what is 
railed the Theory of Systematic Colonisation.’ He believed 
* k j °|y cc ^ 0n *° dispersion' in Australian conditions was 
absurd. 4 I have ever regarded as visionary the attempt to 
cariy out the principles of the theory in all colonies, not¬ 
withstanding the differences they present to the most super¬ 
ficial observer, he wrote.® ‘I have endeavoured to show how 
inapplicable to New South Wales, or indeed to any pastoral 
country, is what is called the theory of concentration or the 
ant,-d,spers,ve principle.’ He saw no reason why the bov- 

" *' i » fH ” “ 

By 1842 the pure Wakefield system was inapplicable to 
Austral*’ because it had become' a pastoral count“; and 


9 


G{p p s to Russel], Dec.. 
Qlpp* to Stanley, Jan. 


WlSfW?' £ vo V xx *f PP- 122-34; and C f 

7 * ism, H.R.A., Ser. I, vol. xxlll, pp. 336-48. 
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Wakefield greatly underrated, if he did not entirely neglect, 
pastoral development. When the pastoralists used land 
which they did not buy, the whole ‘Wakefieldian’ balance 
was upset; and Government recognition of the squatters 
meant that the Wakefield policy had to be abandoned. 

Nevertheless, though it is the squatter who dominates the 
economic history of Australia from 1825 to the time of the 
gold discoveries, much also is owed to Wakefield and his 
followers. They brought attention to bear on colonial de¬ 
velopment ; they helped to stop transportation; they encour¬ 
aged and provided money for immigration; and this in turn 
led to a greater measure of self government being granted— 
as they desired. ‘Wakefield introduced method and order 
into the whole process of colonisation ... he brought about a 
revival of the colonising spirit of the English people. . . . 
Without him Australian history would have been very dif¬ 
ferent. Swamped by convicts, lacking free settlers, the penal 
colonies would have grown slowly as large overseas gaols. 10 
This is certainly true. And if he contributed nothing directly 
to the growth of the pastoral industry, by stimulating immi¬ 
gration he made possible its development by others. 


10 R. C. Mills: The Colonisation of Australia. 1829-42, pp. 338-40. 
READING: 


E. Gibbon Wakefield: Letter from Sydney and Art of Colonisation (Every- 

C . B iS? , H. Clark (ed.l: Select Documents In Australian History, 1788-1050, 
sec. 4. 

M. Kiddle: Caroline Chisholm. . 

A. Harris: Settlers and Convicts (ed. C. M. H. ClarKi. 


CHAPTER VI: SQUATTING 

It was some time after the settlement of New South Wales 
that the pastoral industry began to prosper. The early ven¬ 
tures of the Macarthurs at Camden, if not hindered by the 
governors, were at least not greatly encouraged, and so long 
as the settlement remained shut in by the Blue Mountains 
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pastoral development was difficult. But the crossing of the 
mountains in 1813 opened up the interior; pastoral expan¬ 
sion was now possible. In 1813 there were 50,000 sheep 
in New South Wales; in 1821 there were 290,000; in 1850 
there were 13 million in New South Wales and Victoria, 
and nearly 3 million more in the rest of Australia. 


External conditions were favourable. English woollen 
manufactures were expanding following the ‘Industrial Re¬ 
volution ; but the supply of English wool was failing. It 
was too coarse and too dear. The reduction of the duty on 
imported wool in 1824 opened the English wool market to 
the world. It had been filled by Germany, who after the 
Napoleonic wars had replaced Spain. Gradually the Ger¬ 
mans were driven out in turn. In 1822 John Macarthur 
received a gold medal ‘for importing into Great Britain wool, 

t ioiA Pr ° duCe ° f his flocks ’ e 9 ual to the finest Saxony.’ By 
1830 Australian wool was definitely established on the 

British market. In 1821 175,000 pounds of wool were sent 

to England; in 1826 over a million; in 1830 over two mil- 

lon; in 1834 four million. This was only a small fraction 

of the total English wool imports. But further expansion 

was inevitable as Australian flocks increased. In 1830 Aus- 

r„ a L S , UPPl |^ 0nl T, ,en per cent of En S lish wool imports, 
in 1841, with 8 million pounds, Australia sent half as much 

again as Germany, and a fifth of the total supply; in 1850 

came 39 million pounds, more than four times the German 

!“t y, h “ d r half the ,otal En 8' ish imports. It remains 
to see how this expansion came about. 


It will be remembered that the government was trvino- 
concentrate settlement by restricting land grants In 1829 
Governor Darling defined ‘Iimits%f seftlement ’ beyond 

Hmits n ° in" 6 C ° U J d g0 : bl ? lt was soon obvious that these 
"niits could not be maintained *T Hn » 

Governor Bourke in 1833, 'to secIude d settlers P from e the W t r ° ,e 

rawAraawisSss 


1 Bourke Stan!.,, Nov.. 1833; B.R.A.. Ser. I. vol. xvli. p. 271. 
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limits—including those at Port Phillip—would be regarded 
as trespassers. But next year the settlement at Melbourne 
was recognised; and four years later the next Governor, 
Gipps, wrote that ‘as well it might be attempted to confine 
the Arabs of the desert within a circle drawn on the sands, 
as to confine the graziers or woolgrowers of New South 
Wales within any bounds that can possibly be assigned to 
them.’ 2 By this time the squatters had covered south-eastern 
Australia. 

To the south they had followed the line of the Murrum- 
bidgee, past Yass to Gundagai; by 1830 there were 15,000 
sheep grazing on the river. Six years before, Hume and 
Hovell had crossed to Port Phillip; in 1829 Sturt followed 
the Murrumbidgee and the Murray to the sea. The squat¬ 
ters followed—Wagga, Wantabadgery and Tarcutta; Tumut 
and Monaro—all were occupied in turn. 

In 1836 Mitchell set out to investigate the land south of 
the Murray. He crossed it, then the Loddon and Glenelg, 
and reached Portland, where he found the Hentys had settled 
two years before, having come from Van Diemens land. 
Returning, Mitchell passed Mount Alexander and Mount 
Macedon. The report of the ‘Major’s Line’ spread like wild 
fire; squatters cramped in New South Wales set out for 
‘Australia Felix’—beautifully grassed plains, ‘different from 
anything I had ever before witnessed, either in New pouth 
Wales or elsewhere—a land so inviting and still without 
inhabitants.’ 3 From the huts of Batman’s new settlement at 
Melbourne, founded in 1834, and from the interior of New 
South Wales the squatting army marched; by 1840 the best 

lands were occupied. 

Meanwhile the trail had gone north as well. In 
Cunningham—botanist explorer—had found a way across 
the Liverpool Ranges through Pandora’s Pass; in 18^ ana 
1827 he found the rivers of New England and the Liverpool 
Plains—the Gwydir, the Dumeresq, the Condamine—flowing 
through good pastoral lands. From the sea the Australian 


2 Gipps to Glenelg; H.R.A., Ser. I. vol. xxl> p 127 ‘ _ ia , 

3 Quoted, S. H. Roberts: Squatting Age In Australia, p. 131. 
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Agricultural Company was thrusting inland into the same 
area; their land grants gave them control of the Plains. On 
and on went the stockmen—to Armidale, to Tenterfield on 
the modern Queensland border, then in 1840 over the bor¬ 
der to the Darling Downs, first penetrated by Cunningham 
in 1827. 


In Queensland, in 1823, Brisbane had founded a convict 
settlement for bad characters, but freemen were banned from 
the area. Cunningham had found a way from the Downs to 
the sea in 1828; now this new area was to be filled. In 1839 
the criminals were stopped; in 1842 free persons were offi¬ 
cially admitted; by then there were 45 stations, sending 1,500 
bales of wool to Moreton Bay. 

But in 1850 the settlement of Queensland was still a 

for c the i U V^ e ; ™ s Was just as wel1 ' f°r Victoria 
and New South Wales had by now all gone. The ‘New 

T Deni,i ? U i n ?P the Lachlan; the land round 
Dubbo, the Narnoi and the Gwydir; the Darling Bend as far 

don NeW Uth ^-' eS; the scrub| ands of the Lod- 

don the Wimmera; even Gippsland, in Victoria—all were 

attacked and filled. Outside, the ‘sandy desert with its 
ternfying pallor of soil and vegetation/ Mallee scrub bar- 
ren ranges that was all that remained. 

Kiri's 

ss --5 

i„ their U.toprSSiS,” 
cSla. clt. U 5? a 74foi nmlUee Police and 
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Soon the word changed its meaning. 'Gentlemen squat¬ 
ters’ were heard of; it began to refer simply to anyone who 
held Crown Lands without title. ‘The principal settlers are 
also the principal squatters—settlers, as to their own lands, 
squatters as to the Crown Lands they occupy.’ Practically 
every 'respectable' citizen was now a ‘squatter.’ The crimi¬ 
nal squatter was ‘only following in the steps of the most 
influential and unexceptionable colonists, whose sheep and 
cattle stations are everywhere to be found side by side with 
the obnoxious squatter, and held by no better title,' wrote 
Bourke in 1835; but this title was preferred to a ‘lawful one 
acquired at the slightest expense.’ 5 Thus, a squatter was an 
inland grazier, holding land beyond the prescribed boun¬ 
daries. 

The squatter's life—unless performed by deputy—was a 
hard one. First, he had to find a ‘run.’ The squatter would 
go out with his flocks, his bullock-waggon and stores, in 
search of unoccupied land; maybe looking for ‘a problemati¬ 
cal gum tree, supposed to have certain Roman numerals cut 
into it many years previously.’ The run did not have to be 
paid for, but the stock did. A common arrangement was the 
system of ‘thirds,’ by which a capitalist supplying stock would 
get a third of the profits. 

Then had to be built huts and out-stations, and hurdles 
and yards for the sheep at night; for the time had not yet 
come when they could be safely left to pasture. Dogs, natives, 
convicts—their presence made necessary the constant watch¬ 
ing of the flock. Normally the shepherd would look after 
1,000 or more sheep by day, and bring them back to the 
yards at night. Outer parts of the run would be pastured 
from ‘out-stations.’ 

Living conditions were primitive. A slab hut with a 
stringy bark roof, rough hinged flaps for windows, a mud 
floor, a packing case table; dust and mud; flies and mos¬ 
quitoes ; heat, fires and droughts; floods and cold—all these 
contributed to the hardships. Food was usually meat an 

5 Bourke to Glenclg. Dec.. 1835; H.R.A., Ser. I. vol. xvlll. pp 230-1. 
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damper, with tea and sugar; milk was often unobtainable. 
There was little or no medical aid; if there was a doctor in 
the district, he would take long to reach his patient. T was 
suffering from a most excruciating, deep-seated whitlow on 
one of my fingers,' writes one early pioneer—Alfred 
Joyce , 6 'and had to suffer it for a week . . . relief was 
afforded me by a friendly chemist, a visitor for the night, 
who lanced the finger for me; but a joint was lost through 
the delay. On another occasion I was thrown from my horse 
about two miles from home and dislocated an elbow and 
both wrists and sprained an ankle. In this state I crawled 
home, where I lay for three days before the doctor could 
reach me, but the dislocations were reduced in a few minutes 
when he did come.’ 


The human element would also be likely to cause trouble 
Bushrangers were still at large 7 ; petty-thieving was fre¬ 
quent. There might be boundary disputes with neighbours, 
for no boundaries were fenced, and their limits were subject 
only to a gentleman’s agreement’—usually ‘three miles per 
man . 8 Sheep would stray or the flocks would get ‘boxed’ 
or mixed. Then 'all available hands from both stations would 

^ k at ! h ^ ar , dS ’ aild tHe Smaller 0f the tWO flocks, 

probably about 1,000 sheep, drawn out by the leg. ... If it 

was a hot day and the yard was old and dirty, we would 

be enveloped in a fine manurial dust, which, adhering to our 

perspiring faces, wouM give us more the appearance of black 

f*ZL**» A wl ? Ite mei ? f ’ No wonder the invention of 
an alley and swing gate for drafting was welcomed! 

Considerable labour was needed in the early days—for 
shepherding, droving timber-splitting and hut-keeping^m 
°" a " the year round; and seasonally shearing and limbing 
added further tasks. Joyce explains that a high lambinf 
percentage 'was only obtained by taking turn? to watch 

8 A. Joyce: A. Homestead History (ed o b- * 

7 the notorlous^Captaln KuT' ° f 8 “ **• homestead by 

8 Sec S. H. Roberts: op. clt., p. 109 . 

9 A. Joyce: op. dt., p. 50. 
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the fold each night during the lambing, and placing each ewe, 
immediately before or after it had lambed, in a separate three- 
cornered hurdle pen. . . . These ewes were kept in their 
pens till about 10 or 11 o’clock the next day, when each lamb 
would then be thoroughly mothered. At night, when the 
shepherd brought his flock home, all lambs that were not well 
mothered were placed with their mothers in these separate 
pens, and the well mothered ones in a small yard by them¬ 
selves. All this entailed an immense amount of labour.’ 1 

Communications were bad; there were no roads, only 
bush tracks, and no bridges over any of the rivers. Travel¬ 
ling was by horseback; wool and stores must be sent by bul¬ 
lock-dray. But despite the conditions the business was pro¬ 
fitable. Except at the height of the boom, about 1840, stock 
were cheap, with the run given in. Twelve shillings a head 
were paid for 3,000 ewes in 1835; later the price reached 
£1, but in 1843 it was down to five shillings. Wages were 
low, though they tended to rise as the shortage of labour 
became acute. After the slump of the ’forties, a married 
couple could be got for £20 a year, shepherds for £15, and 
hutkeepers for £12; shearers were paid 10/- a hundred. The 
price of wool was high in the ’thirties; in 1836 an average 
of 2/- a pound was recorded, though it slumped to 1/3 in 
1841 and 1842, and to 1/1 in 1843. This fall brought a 
severe depression in Australia; but in the ’thirties profits 
were high and flocks grew rapidly, since there was little 
market for mutton, so that it seemed that nothing could stop 
the pastoral expansion. 

The governors—unlike the British Government—were not 
very anxious to try. In 1827 Darling had begun to issue 
grazing licences for a fee of £1 per hundred acres; but this 
only applied to grazing land within the limits of settlement. 
Outside the boundaries, occupation was simply not recog¬ 
nised. This attitude naturally increased the evils of squat¬ 
ting, without stopping squatting itself. Bourke was anxious 
to control what he could not stop; for it would be benehcial 


1 Ibid.; p. 63. 
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to establish a system of licence to occupy tracts of land either 

within or without the prescribed limits, in order to prevent 

pauper, free or freed men from squatting in such unlocated 

situations, to live by stealing livestock and other dishonest 

means.’ 2 Consequently, in 1836, grazing licences were issued 

for ilO a year, authorising the holder to graze stock over as 

much land as he pleased. Commissioners of Crown Lands 

were appointed to control the undesirable squatters, and 

with vague powers of settling boundary disputes and dealing 

with the aborigines. In 1839 this system was strengthened 

by the establishment of Border Police, to be paid by the 

proceeds of a poll-tax on stock. In 1840 6,664 persons, 

almost half of them bond, were living beyond the settlement 

boundaries, and running, from 673 stations, 350,000 cattle 

and 1,200,000 sheep. The pastoral movement had been 

recognised by the law; the ‘boundaries of settlement* were 
smashed. 


This development naturally brought prosperity. Capital 
poured into the colony faster than it could be used in legiti¬ 
mate business; land sales were heavy; immigration in 
creased; prices soared. Speculation in land was enormous; 
all thought they were on the high road to fortune. ‘Clergy¬ 
men, too, often turn farmers and speculators/ wrote Sir 
George Grey, Governor of South Australia; ‘medical men 
but rarely pursue their practice; soldiers abandon their call- 
the Goyernment officers are all virtually farmers and 

aSdwIoTn'fi F ‘ Ve .n e k bank / WCre started tetween 1834 

of 130 000 ? • m: far ‘?° many for a community 

ot 1JO 000. Luxury imports swelled. 'This was the age 

when the auctioneers lavished champagne and chicken on 

hnh t0 aWend their Iand - and when even 

bullock drivers were wont to break bottles of champagne into 

their buckets and swill. . . their gentleman’s brew.’ 1 

H-m C ?,? ld no ~“ t ‘ A bad drought from 1837 to 1839 caused 
difficult.e s. This was followed by a fall in wool prices The 

l •op™?,,.: Y m qu °" d ‘ R ” berta: "■ p- «• 
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trading crisis in England reduced the imports of capital 
which financed the speculation. The bubble was pricked; 
the collapse was complete. The price of sheep fell to 1/-, 
even to 1/- a dozen in an extreme case, and one station sold 
4,680 for £505; fat cattle were sold for 7/6; sixty-guinea 
horses for 18/-. ‘Considerable numbers of workmen have 
been thrown out of employment,’ wrote the Governor; 
‘wages are falling; and persons who have nothing but Colonial 
property (sheep, cattle, horses or lambs) wherewith to meet 
pecuniary engagements are driven in crowds to the Insolvent 
Court. Real property is scarcely saleable at any price; whilst 
chattel property, including sheep and horned cattle, may be 
generally said to have fallen to one-half, or even to one- 
third, of the price which it bore in 1840.’ 4 5 

Why the crash? There had been a forerunner in 1827, 
after the introduction of a large amount of capital to finance 
the Australian Agricultural Company. This had caused 
speculation. ‘No sooner had the existence of the Company 
been announced, and its operations commenced in earnest, 
than the sheep and cattle mania instantly seized on all ranks 
and classes of the inhabitants,’ wrote the Rev. John Dunmore 
Lang; ‘but it pleased Divine Providence to visit the colony 
in the midst of these speculations with an afflictive drought, 
the effect of which, combined with the natural result of the 
sheep and cattle mania, was to open the eyes of the colonists 
to their own folly and madness, to blast the golden hopes 
of thousands and to bring many families to poverty and ruin. 

When capital imports ceased, the wherewithal to speculate 
vanished; speculation perforce stopped; inflated prices fell 
to a more normal level, and often even below it, because 
those formerly too optimistic were now too despairing, and 
people had to sell goods at any price in order to get money; 
men who had bought at high prices were ruined, and per¬ 
force their creditors fell with them. 

In 1842 it was the same. The influx of capital from over- 

4 Gipps to Stanley. Aug.. 1843; H.R.A.. Ser. I. vol. xxlU. p. 84. 

5 Quoted, E O. G. Shann: op. clt., pp. 102-3. 
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seas, pastoral extension, and large-scale immigration, caused 
much speculation. The banks, competing for business, ad¬ 
vanced too much credit. Loans were made on the security 
of land and livestock, which later became almost worthless; 
too much discounting was done for merchants. By 1843 dis¬ 
counted bills alone totalled £2.5 millions. The government at 
first helped by depositing with the banks funds from its land 
sales; later, when the banks were hard pressed for cash, the 
government increased their difficulties by withdrawing these 
sums. It had to do so; it now needed them to meet its own 
expenditure, for land sales had stopped; but it was bad for 
the banks—though not so bad as the banks’ own discounting 
policy. When the slump was at its height, government ex¬ 
penditure fell more, owing to the effect of stopping trans¬ 
portation. In 1839 the Commissariat spent over £170 000 
on convicts ; in 1842 only £90,000, and in 1843 only £7C)!000 
-—representing a heavy fall in the demand for goods of all 
kinds. Another blow came when the check on land specula- 

r r m /r h c , and pastoral development there 

deprived New South Wales stockowners of a market for 
their annual increase. 

caS S ^' bble , wa , s P rickcd - when lack of more 

capital stopped further developments, the pastoralists had 

"°' blng h° n . wh ' ch t0 fal >. back; the banks held worthless 
paper, bankruptcy was universal. The same train of events 
would recur m the future; over-expansion during a specu- 

mad n p0 i Slble by overseas capital; ^nd wide- 
spread disaster when the supplies of overseas capital ceased 

and the price of Australia's products fell. ’ 

Attempts were made to improve the position . 

•s i sSnfss 

in New South Wales In Ifttn 56 taIIow houses 

r „, mj s 


6 See chap, vt 
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squatter, and by 1850 two and a half million sheep and 
260,000 cattle were going to the vats each year. 

In 1843 Wentworth introduced important legislation in 
the Legislative Council of New South Wales. A new In¬ 
solvency Act was passed, allowing a debtor to continue to 
manage his property under a licence, whenever he was ex¬ 
pected to be able ultimately to pay his debts. Later in the 
year an act was passed abolishing imprisonment for debt, 
for the first time in the British Empire! 

Governor Gipps was very hesitant about assenting; but he 
did so, as ‘no objection came.’ Another act helped pastoral- 
ists to raise money on the security of ‘their forthcoming clip 
of wool,’ or by ‘pledging or mortgaging their sheep or cattle.’ 
This, too, was an innovation in English law; Lx>rd Stanley 
feared its consequences. But it was inevitable in a pastoral 
economy. The squatter could not mortgage his land, for he 
owned none; he could not hand over the stock which he had 
to use in earning his living; he could only forestall his pro¬ 
duct—wool. 

By 1844 the crisis was over. The banking panic had been 
checked. The Government had supported the workers Sav¬ 
ings Bank, and had ultimately increased the note issue. 
Prices and wages were low in the colony; wool in London, 
though low, rose from lid. in 1844 to 1/3 in 1846. Bank¬ 
ruptcies were forgotten; and in January, 1844, Gipps could 
summarise the episode : 7 

‘The real mischief is not that the Colony has too little 
Capital; but that it has had too much credit. Individuals 
have become too deeply indebted during the past eight or 
ten years to parties for the most part resident in England. 
That the Land Mania was an evil may be allowed; it was 
immediately caused by the eagerness with which capital 
was sent here for investment by companies as well as 
private individuals; but the Mania, whilst productive ot 
many evils, has at least had the good effect of adding 5U.UUU 
souls to our population,^ and of changing ... the whole 

character of the Colony.’ 

7 Gipps to Stanley. Jan.. 1844; H.R.A.. Ser. I. vol. xxiil. p. 343. 
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Gipps did not add, though he might have done so, that the 
pastoralists were now ready to engage in a bitter struggle 

for what they regarded as their right—security of tenure 
on their lands. 

In 1842 the squatters had no such security; they had no 
right to receive compensation for any improvements they 
might make, no right even to their homesteads. Conse¬ 
quently they made as few improvements as possible. They 
did not want to buy their land; they did not think that 
sheep-farming on such a basis would pay. They wanted to 

lease their land, for this would give security for a time at 
little extra cost. 

Governor Gipps was sympathetic to the demand for se- 

l ? that squatters shouId pay more than 
th J TT’j, the , Crown was not receiving its due. ‘It is 

Slk < r y i“ Ch t0 b f desired ’’ he wr °‘e, in January, 1844, 

fixed interest ,n some portion of the lands they ™ for 
enwse they will have no inducement to improve Them ■ 
but it is by no means desirable for them to become pro- 

Srtv? r* 'SS? Sr sss 

menl m™ • squ a ttln K system allowed the Govern- 
should obtain a separate licence (at a cost’of *irt\ ? uattei ? 

Z’,; Tm'JZZX" mL „ .,,",“2 

whole fo C r U d^ht n yca^ hiS After ‘thaff ** 

of another 320 acres y wot tin k tC that t,me ’ the P urch *se 

8 Gipps to Stanley; H.R.A., loc. clt. 
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average payment of £40 a year for security of tenure. If the 
squatter did not purchase the extra land, someone else might 
do so; though in this case the squatter was to be given com¬ 
pensation for his improvements. 

These proposals were made at an inopportune moment, 
when the squatter was still feeling the effects of the depres¬ 
sion ; otherwise they appear to be very fair. But the squat¬ 
ters were up in arms at once. A Pastoral Association was 
formed. Opposition was vehement in the new Legislative 
Council and in the Press, led by Wentworth and Robert 
Lowe. Petitions were sent to England; opposition was or¬ 
ganised in the House of Commons. ‘Too much for a pur¬ 
chase, too much for a lease, too much for a licence. Men 
even talked of rebellion! 


At first the home Government supported Gipps. But Stan¬ 
ley, the Colonial Secretary, resigned over the repeal of the 
Corn Laws in England. His successor was more favourable 
to the squatters’ demand for a ‘long lease.’ In 1846 the 
Waste Lands Occupation Act was passed, which was brought 
into operation by the famous Order-in-Council of March, 
1847. Three classes of land were defined. In ‘settled dis¬ 
tricts leases were to continue to be for one year only; in 
‘intermediate’ districts for not more than eight years, though 
any part of the run might be put up for auction each year, 
so long as the squatter received the value of his improve¬ 
ments ; in ‘unsettled’ districts leases were to be for not more 
than 14 years, and the squatter had a ‘pre-emptive right t 
buy his land. In addition, every squatter had to pay an 
annual tax of £2/10/- per thousand head of sheep. 

This Act has been said to be a compromise. The right to 
turn squatters off their land certainly remained. But they 
had obtained a certain fixity of tenure and power of^ pur¬ 
chase, so that they had become ‘privileged occupiers and 
the monopoly in land had been created, which was tov« 
Australian democracy for half a century. Robert Lowe 
former opponent of Gipps, now turned on the squatters in 
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his ‘Address to the Colonists of New South Wales on the 
Proposed Land Orders’: 9 

Once grant these leases, and beyond the settled district 
there will be no land to be sold—the lessees will have a right 
to hold their lands until someone will give £1 an acre for 
them. . . . Be the capabilities of these lands what they may, 
they are to be a sheep walk for ever! . . . The squatter may 
make sure of his run at the end of his lease by buying up . . . 
all the water-frontages, rendering it valueless to anyone but 
himself. . . . The price he has to pay for these privileges, 
l ^ ree s ^ ee P the acre, is a fifth of a penny per acre. 
I hus does a Government, which is so niggard of its land 
that it will not part with the fee-simple of the most barren 
rock for less than £1 per acre, while that £l-an-acre law 
remains m force, alienate millions of acres at a tenth of the 
rent which it received in the past on its free grants. The 

system devised for the protection of the waste lands will end 
in their confiscation.’ 


9 Quoted. S. H. Roberta: op. dt, p. 331. 

READING: 

Pt u T a,,a ' 

C. uU' a!“- 

secj. 5 and 6. ’ Documents In Australian History, 1788-1850, 


CHAPTER VII: THE OUTER SETTLEMENTS 

t ^"I! ddIe of _, the ninete enth century three other settle- 

at .*aas asms 

the party which under Davit^cS tad foiled* ^ 

settlement on Port Philhp. Collins became^Ue^nam^w 
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ernor of the colony in charge of 26 troops, 6 officials, 13 
settlers, 178 convicts, and 46 women and children. 

At first the struggle for existence was hard; agriculture 
was backward, clearing difficult, the settlers unskilled, the 
convicts disorderly, and bushrangers a menace. Armed sen¬ 
tinels had to protect the first wheat; rations were low. But 
further immigrants improved the position; by 1813 nearly 
300 farmers were cultivating 2,000 acres; in 1819 8,000 acres 
were under crop, the population was 4,000 and there were 
200,000 sheep in the colony. For a time Van Diemen’s Land 
was the ‘granary of Australia,’ and exported wheat to Syd¬ 
ney. The growth of farming on the mainland eventually 
closed this market, but between 1828 and 1834 wheat ex¬ 
ports were worth £190,000 and the cultivated area doubled. 

In 1824 a chartered company—the Van Diemen’s Land 
Company—applied for half a million acres, which was granted 
owing to the dire need of capital. For a long time the com¬ 
pany was in difficulties; but its surveyors helped to explore 
the island; slowly it made headway, and declared its first 
dividend in 1837. 

Meanwhile labour was coming to the colony through the 
increase of transportation. Between 1817 and 1824 only 
5,000 convicts were sent; between 1830 and 1834, more than 
10,000. By 1836 there were 26,000 freemen and 18,000 con¬ 
victs in the colony. Comparing the situation with New South 
Wales, Tasmania had half the population of the older colony 
in 1830, only one-third in 1840; half the wool export in 
1830, only two-fifths in 1840; but both colonies had about 
the same area under cultivation, and total Tasmanian trade 
remained about half that of New South Wales during the 
decade. For a time Tasmania had prospered, ‘while flocks 
multiplied, while the whale fisheries returned increasing in¬ 
come, while the mainland needed surplus wheat and other 
cereals, while the system of land grants was maintained. 
There was a boom from 1829 to 1832, while New South 
Wales suffered from drought; but the land regulations of 

1 B. Fitzpatrick: op. dt., pp. 6«-7. 
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1831, which stopped the system of free land grants, put an 
end to it. By this time excessive grants had tied up the 
land of the colony; labour was increasingly supplied by con¬ 
victs; by 1846, apart from emancipists and expirees, there 
were 30,000 prisoners out of a total population of 66,000; 
the island had become no place for small free settlers. They 
looked to the mainland, and after 1834 began to settle in 
Victoria, spreading inland from Portland and Port Phillip. 

The colony of Swan River in Western Australia was also 
in difficulties in the 'thirties. The first Western Australian 
settlement was also founded in order to anticipate the French 
-at King George's Sound, Albany, in 1825; but favourable 

Z P ™A S l n 1827 A 0m Cvtain Stirling, R.N., and a botanist 
named Frazer, led to a new free settlement at Swan River 

being made by a body of capitalists headed by Thomas Peel. 

hey proposed to settle 10,000 persons, with equipment in 

four years at a cost of £30 a head; they were to be paid bv 

acre 30 This T"'™ ac ^-being at the rate of 1/6 an 

first ^choiceoSmT S ° 0n I edUCed; Peel Was t0 have a 
400 sett er. in 5 ?^ T* w t here ^ er he wished if he landed 

7tt)M0 I™ f , 82 ; th " eafter he c «uld claim a further 

ing before T&30 IT, !" ore ^ 1 an ^ “‘tier enngral- 

!° r , eceive a grant of 40 acres for everv 

~ - '-to¬ 

rn™? "srs r; s 

short. The settlers expected 

pike roads, smiling orchards and cornfilu^ - d mnS ’ turn ' 
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competent and lost everything. He spent £50,000 in landing 
300 persons; but in 1841 he was ‘living in a miserable hut 
. . . covered with rushes. Everything about him shows the 
broken-down gentleman—clay floors and handsome plate, 
curtains for doors and pianoforte, windows without glass and 
costly china—hardly any utensil put to its proper use—odd 
cups and saucers, coffee in a mug, a handsome china bowl 
for washing, and as a ewer a toby-fill-pot beer jug; the 
only looking glass the size of a hand, and a whole pig 
hanging on the verandah.’ 

For the failure of the colony Wakefield blamed the land 
system. Grants were too big, so much remained unculti¬ 
vated, and labourers, easily able to acquire land, would not 
work. This criticism was partly true. In 1830 more than 
one million acres had been granted; only 160 cultivated. The 
settlers were scattered and unable to help one another. 
Capital was insufficient. Government expenditure was low, 
so that few public works were started, and there was little 
assisted emigration. In 1831 the system of land sales was 
introduced, as in the other colonies; but the land already 
granted was a drug on the market; little was bought and no 
emigration fund was created. The population grew very 
slowly; in 1848 it was only 4,600; not until transportation 
was begun in 1849 was there any real progress. 

This failure spurred Wakefield and his followers to try 
their hand in a fresh colony in South Australia. After some 
difficulty the South Australian Association was formed to 
found the colony,' but not to govern it. An Act was passed 
dividing authority between a Governor responsible to the 
Colonial Office, and Commissioners who were to raise rev¬ 
enue by loan or sales of land, so that the disposal of lan 
and raising revenue were outside the control of t e 
Governor. This division of control was the cause of much 
future trouble, especially as the Commissioners were ignor¬ 
ant and careless amateurs.’ 

The first regulations announced £1 an acre as the price 
of land, but investors could buy one city acre for every au 
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country acres; later, as a further stimulus, the price of land 
was temporarily reduced to 12/- an acre, thus offering a 
bonus for preliminary purchasers. This price was uniform 
and fixed; there was no sale by auction; it was pure 'Wake- 
fieldism/ A South Australian Company was floated by G. 
F. Angas with a capital of £320,000 to buy land and develop 
the colony. This venture was remarkably successful, and 
though South Australia was never a ‘company colony/ the 
Company did much to open up the colony, bring stock, and 
assist immigration. 


Meanwhile the first governor—Sir John Hindmarsh— 
had quarrelled with the ‘Resident’ Commissioner; there were 
disputes over the cost of surveying; the English Commis¬ 
sioners sent out insufficient equipment, and Hindmarsh was 
compelled to draw bills even for necessities—bills which the 
Commissioners refused to pay. 

— ■ -l _ m 0 too was forced to 

increase expenditure on surveying and draw bills for Gov- 

eminent expenditure; and he believed a liberal government 

necessary. At first he was supported; by 
1«41 500,000 acres were surveyed and 7,000 acres under 

and A i™ ‘ h T wer . e 15 - 000 P e °P ,e - with 200,000 sheep 
now 6 the coIony ’ But Gawler 's drafts were 

now £270 000 greater than the ‘land fund’; the Commis- 

r t efUSed ‘a r u Se l l0an; they ran to the Government 

for assistance and though this was ultimately given, Gawler 

was disgraced. He was succeeded in 1841 by Sir George 

Irrey, who was instructed to exercise rigid economy. 

des^nnfZ f efence c VaS St , r0ng - ‘ The Commissioners were 

form a , fin e colony, and abstractedly (sic) they 

. ^" ,ng *? autllonse the measures necessary to accom- 

hid h thev r a nv d, H bUt l * hey dM n< ? t caIculate the cost . . . nor 
from the c . once P t,on of the difficulties arising 

SfnJs dde N y C ^hT d f d P lant€d in a n unJLplored 
wilderne ss. Nevertheless he had borrowed with a lavish 

* Quoted, R. c. M1U»: Colonisation of Australia, p. 250. 
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hand, and his spending helped to concentrate the population 
near Adelaide, and led to the neglect of agriculture and the 
mania for speculation. But the hope that the colony would 
‘cost nothing,’ that the expenses of government and emigra¬ 
tion would be met by revenue from land sales, and loans on 
the security of future revenue—this hope was not fulfilled. 

Grey reduced expenditure from £150,000 to £40,000 a 
year. He stopped public works, thereby causing unemploy¬ 
ment. But the colonists then turned to agriculture; labour 
was cheap and progress rapid. In 1842 the colony was 
brought under the Colonial Office; the sale of lands was 
regulated by the same Imperial Act that applied to the other 
colonies, and one-half of the revenue was used to assist 
emigration. 

How far was the failure and success due to Wakefield? 
For the divided government he was not responsible. He 
criticised the first price of land as too low; to this he 
blamed the early difficulties of the colony—too much land 
was bought. His plan of using land revenue to assist emigra¬ 
tion was conspicuously successful; 16,000 people had quickly 
been established in unsettled country, though they were 
helped by the fine quality of the land—in contrast, for ex¬ 
ample, to that near the Swan River. 

By 1850 the settlements in Australia were firmly estab¬ 
lished. Even Western Australia, after her bad start, and 
Queensland, last in the field, were progressing satisfactorily. 
The total population was over 400,000—189,000 in New 
South Wales, 76,000 in Victoria, over 60,000 in South Aus¬ 
tralia and Van Diemen’s Land; half a million acres were 
being cultivated; sixteen million sheep and two million cattle 
were grazing; imports and exports were each worth about 
£3,500,000. Comparing the colonies, Van Diemen’s Land led 
in farming, with 169,000 acres under cultivation, while New 
South Wales had 146,000 acres and South Australia 65,WU 
acres. 'Per head of population, Van Diemen’s Land had 
two and a half acres under crop, South Australia more than 
an acre. New South Wales three-quarters and Victoria two- 
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thirds of an acre. Hence the two most important colonies, 
growing far short of their own breadstuff requirements, 
afforded a market for the farm produce of Van Diemen’s Land 
and South Australia. . . . But . . . New South Wales and 
Victoria between them depastured four-fifths of the flocks 
in Australasia—in Victoria seventy-nine sheep ran per head 
of population, in New South Wales thirty-seven, in Van 
Diemen’s Land twenty-six.’* 

This development had brought with it political advance. 
After being granted limited self-government in 1842, the 
colonies were given greater powers in 1850. At this time 
Earl Grey refused to give the full self-government which 
the colonies demanded. But his successors at the Colonial 
Office were more yielding; in 1854 and 1855 the colonies— 
except Western Australia—attained fully responsible self- 
government ; it was colonial statesmen who had to solve the 
problems of the future—caused by the growth of democracy, 
by the locked land and by the discovery of gold. 


READING: 

C 4 I lkd H ?. C,ark: SelCCl D ° CUment * ln Australian History. 1783-1850. KC , 


1788 

1792 

1795 

1796 
1800 
1806 
1808 

1809 

1821 


GOVERNORS OF NEW SOUTH WALES 
Captain Arthur Phillip. R.N. 

Major Francis Grose (Lieutenant-Governor) 

T W v lIl V? Paterson (Lieutenant-Governor) 
Captain John Hunter, R.N. 

Captain Philip Gidley King. R.N 

Captain William Bligh, R.N. 

tK-CaL George Johnston (Lieutenant-Governor) 
Sir Thomas Brisbane. 
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1825 Sir Ralph Darling. 

1831 Sir Richard Bourke. 

1 838 Sir George Gipps. 
1846 Sir Charles Fitzroy. 


1789 
1791 
1 794 
1801 

1804 

1806 

1807 

1809 

1812 

1827 


1828 


1830 


1833 


1834 

1835 


Secretaries of State for the Home 
Department, in charge of colonial 
administration in Pitt’s Ministry. 




in Pitt’s Second Ministry. 


SECRETARIES OF STATE FOR WAR AND THE COLONIES. 
1 783 Lord Sydney. 

W. W. Grenville. 

H. Dundas. 

The Duke of Portland. 

Lord Hobart—the first Secretary of State for War and the 
Colonies—in Addington's Ministry. 

Lord Camden 
Viscount Castlereagh 

William Wyndham—in the Coalition Ministry of "All the 
Talents.” 

Viscount Castlereagh—in Portland's Tory Ministry. 

Earl of Liverpool—in Perceval’s Tory Ministry. 

Earl Bathurst—in Liverpool’s Tory Ministry. 

Viscount Goderich (afterwards Earl of Ripon) in Canning s 
Liberal-Conservative Ministry. 

William Huskisson—in Goderich's Liberal-Conservative 
Ministry. 

William Huskisson 


Sir George Murray 


l in Wellington's Tory Ministry. 

VtoStoB (created Earl of Ripon. 183 3)-in Grey's 

Whig 'Reform* Ministry. _ . . 

Edward Stanley (afterwards Viscount Stanley and fcarl or 
Derby!—in Grey’s Whig 'Reform Ministry. 

T. Spring Rice—in Grey’s Ministry and first Melbourne 

Ministry. ...... 

Earl of Aberdeen—in Peel’s first Conservative Ministry. ( 
Charles Grant (created Lord Glenelg. 1835)—in Melbourne s 


second Whig Ministry. 

1 839 Marquis of Normanby—in Melbourne’s second Whig Ministry. 
Lord John Russell (afterwards Earl Russell)—in Melbourne s 

Ministry. . ..... 

1841 Viscount Stanley—in Peel's second Conservative Ministry. 

1845 William Ewart Gladstone—in Peel's Ministry. 

1846 Earl Grey—in Russell’s Whig Ministry. 

CHRONOLOGICAL TABLE OF PRINCIPAL EVENTS. 

1 788 Arrival of 'first fleet’ in Port Jackson. 

1 790 Arrival of 'second fleet’: landing of New South Wales Corps. 

1 793 Arrival of first free immigrants. 

1794 Establishment of settlement at Hawkesbury River. 
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1796 Discovery of coal at Newcastle. 

1797 Introduction of 'merino’ sheep. 

1800 First export of coal. 

1801 First colonial manufacture of blankets and linen. 

1802 Discovery of Port Phillip (Vic.). Spencer and St. Vincent 

Gulfs (S.A.), Port Curtis and Port Bowen (Q'land). 

1803 First Australian wool sent to England. First settlement in 

Tasmania. 


1805 Macarthur established sheep farm at Camden. 

1808 ‘Rum Rebellion': deposition of Governor Bligh. 

1813 Blue Mountains crossed by Blaxland. Lawson and Went¬ 
worth. 

1815 Francis Howard Greenway appointed Inspector of Public 
Works. 


1817 Bank of New South Wales chartered. 

1819 Investigation of the condition of New South Wales by Com¬ 
missioner dobn Thomas Biggs. 

1822 Gold medal presented to Macarthur for his wool. 

1823 First Legislative Council established in New South Wales 

Cunningham crossed Liverpool Ranges. Convict settle¬ 
ment at Brisbane. 


1824 

1825 

1827 

1828 

1829 

1831 

1832 

1835 

1836 


1839 


First land sales (as opposed to grants). 

Australian Agricultural Company chartered. 

taU EtaHfi“ dSwo,!"" '° paS,0ralist! - reached 

InCr C^u d ncU° WCrS grant<d t0 New South Wales Legislative 

Master and Servants Act (N.S.W.). 

Settlement at Swan River (W.A.). 

Wakefield. 0 ° f * Let,Cr fr ° m Sydncy ’ by Edward Gibb °" 

Ripon regulations' re sale of land in New South Wales. 
London Emigration Committee established. 

Foundation of Melbourne. 'Bounty' system of emigration 

<NTwo. pt,ce of land tais,d from 5/ - to 12/ - p« «« 

Foundation of Adelaide. Appointmea. of an official Asent 
Establishment of Border Police. 
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1840 Cessation of transportation to New South Walej. 

1842 Discovery of copper at Kapunda (S.A.): Australian Land 
Sales Act; minimum price of land raised to £1 per acre 
in all colonies; admission of non-convicts to Queensland; 
'representative' constitution in New South Wales; severe 
economic depression. 

184^ Insolvency Act (N.S.W.): abolition of imprisonment for 
debt (N.SAV.) ; Lien on Stock Act (N.S.W.); use of 
Ridley's stripper (S.A.). 

1844 Gipp’s Land Purchase Regulations (N.S.W.). 

1846 Waste Lands Occupation Act. 

184 7 Orders-in-Council under Waste Lands Occupation Act. 

1851 Separation of Victoria and Tasmania from New South Wales. 

Widespread gold discoveries in New South Wales and 
Victoria. 



PART II: SIX COLONIES 


CHAPTER VIII: GOLD 

On April 3, 1851, occurred the event which was to change 
radically the character of the Australian colonies and to 
hasten tremendously their development. Edward Hammond 
Hargreaves officially notified the Colonial Secretary of New 
South Wales that he had discovered gold near Bathurst. 
Hargreaves had had his forerunners. Indeed, as the London 
Times wrote in 1854: The mineralogical Columbus has al¬ 
ready taken a mythical shape, sometimes assuming, according 
to the varieties of the legend, the form of a German Count, 
sometimes of an English Knight, sometimes of a Califor¬ 
nian miner, sometimes of a Botany Bay convict, and some¬ 
times of an orthodox divine of the Church of England.’ 1 
But the early discoveries had been hushed up. When Count 
ottzelecki mentioned his finds to Governor Gipps, the latter 
remarked that if it were known, 'transportation would be- 
come a premium on crime and cease to be a punishment’; 
to the Rev. W. B,.Clarke, who found gold near Lithgow, 
the Governor said ‘Put it away, Mr. Clarke, or we shall all 
have our throats cut ’ The convict who found a nugget 
while at work in 1823 was flogged. 

.. ** ax ? r ?\f s news 'T as differently received. For since 1849 
there had been considerable emigration from New South 

4“ ! he go’dfields of California. The discovery of gold 
In f a t a ::; V0UW S ‘° P tb f- and attract fresh immigrants. 

from the other colonies. To stop it the VictorianTI! 
ment on June the 9th offered a reward of £200 for the A ' 
covery of gold within 200 miles of Melbourne It 
claimed next day. By the end o “he yefr ( 185 T) ricJ fieMs 
ear Bal larat and Bendigo, as well as other minor discoveries! 

1 Smm History o, to^BrlSh S 3 re“p^iS. ** ln Uw C *“- 
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made Victoria, not New South Wales, the magnet for the 
diggers. 

They rushed to the fields. At first Melbourne and Gee¬ 
long were almost abandoned. Ships lay deserted in the bay. 
Fabulous stories were passed round. ‘A man obtained 80 
lb. weight of gold in one hour.’ Another ‘filled a quart pot in 
a day, with a penknife as his only tool.’ Men lit their pipes 
with bank notes, though they were probably drunk. Gradu¬ 
ally sanity returned. Perhaps more was to be made by 
catering for the diggers than by digging oneself. As the 
‘diggings’ were ‘prohibition’ areas, a ‘sly-grog’ trade quickly 
sprang up, and more legitimate trading profits could readily 
be made. 

Professor Portus gives a graphic description of conditions 
in the mining camps, of ‘the long lines of washers and rock¬ 
ers beside the streams; the field honeycombed with claims 
in all stages of excavation; the eager, feverish toil of men not 
now working for a master, but working for themselves; the 
Commissioner’s tent beneath its flag; the constant altercation 
of police and diggers . . . over licences. Nightfall was her¬ 
alded by the ‘cease-work’ gun . . . and the twinkle of a 
thousand fires reddening against the dusk; the lethargy of 
meal-time was followed by a gradually rising chorus of re¬ 
laxation—a group sentimentally singing songs of its home¬ 
land, the noisy discord of a gambling dispute, or drunken 
brawling and shouting.’ 2 

Despite sly-grog and the conditions of camp life, the dig¬ 
gings were remarkably orderly. ‘Harlots, swindlers, sneak- 
thieves, cheats’ were there—inevitably. ‘There was the car¬ 
case, and there the eagles gathered’—to prey upon the fool¬ 
ishness of the unfortunate and the despondency of the un¬ 
successful.’ But ‘Judge Lynch’ did not haunt the camps; the 
Sabbath was well observed. The police were evaded—not 
attacked. But one cause of discontent there was the Dig¬ 
ger’s Licence. 


2 Ibid., p. 252. 



GOLD 


73 


All miners had to obtain a licence to dig; successful or 
unsuccessful had to pay 30/- a month. A tax on the export 
of gold would have been more equitable and produced more 
revenue. The licence fee revenue was insufficient. Govern¬ 
ment expenditure was increasing with the growing popula¬ 
tion. But the Legislative Council rejected the proposed ex¬ 
port tax; the Governor tried to double the licence fee, but 
the uproar was so great that this proposal was withdrawn. 
Agitation against the existing licence grew. In December, 
1853, it was reduced to £1 a month or £8 a year. In 1854 
there occurred the famous ‘Eureka' riot on the Ballarat 
fields due immediately to the acquittal of an ex-convict 
hotelkeeper, accused of killing a miner. But the real reasons 
were the various grievances of the miners over the licences. 
Ihe rising was not very serious, but a Royal Commission was 
d !° "? < 5 uire into the men's complaints. Next year 
mi u ne [ s n g h *s' were substituted for the hated licences 
wh,ch C ? St £1 a year and which 8* ye the holder a 

rnnri ^ eXp ° rt duty of 2 / 6 an ounce was imposed, and local 
courts were set up on the goldfields. 

T™e Ut in y if? n 'i 0 fi W t h he v Ch f ra - Cter ° f ffold-mining had changed, 
i rue, in 1856, the Victorian exports (2.9 million oz 'l were 

as great as ever; but thereafter there was a t^dy dechne 

rose from 19,300 in 1851 to about 1 SO.OCW in l§58 d^nce 
there was a steady decline to about 80,000 in 1865 Average 
earnings per miner fell from £263 in 1852 to AW in 1858 

vialdeposIts^werTe'xhausTed 1 ComT bUt - th - e ”"**• ^ 

Sr. rcvr™. »r« 

per man • and in IRA? vH* 1 * 1865 1( was worth over £23 

B a«ss -it 
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company alluvial miners as company quartz miners—the day 
of the latter was not yet. Many of the remaining indepen¬ 
dent alluvial miners were Chinese—36,000 in 1857 and 
21,000 in 1865. 

The gold discoveries naturally had a big effect on immi¬ 
gration and transportation. It is true that transportation to 
New South Wales had ceased in 1840; but it continued to 
Van Diemen’s Land, and in 1850 the settlers of Western 
Australia asked for convicts to relieve the labour shortage; 
they were ‘sent out’ till 1867. Assisted immigration had 
been suspended during the financial crisis of 1842. But 
Great Britain was still troubled with her ‘paupers,’ and the 
colonies were expected to be useful in receiving them—in 
1843 they were nearly ten per cent of the population of 
England and Wales. Since 1841 the trade depression in 
England had increased the number by a quarter of a million; 
and emigration had fallen off. English statesmen felt they 
had to do something. 

First came suggestions that transportation be recom¬ 
menced in one way or another. It was proposed that short¬ 
term convicts who had been in the ‘reformatory’ prisons of 
Pentonville should be sent out on ‘conditional pardons.' Be¬ 
tween 1844 and 1849, 1,727 such ‘exiles’ had been sent to 
Victoria from England. Van Diemen’s Land, the only colony 
receiving convicts proper, was being swamped; so in 1845 it 
was proposed to establish a new convict settlement in Nor¬ 
thern Australia. Gladstone 4 suggested that men might be 
sent tc labour on public works in New South Wales. The 
pastoralists were inclined to agree owing to the shortage of 
labour. But popular opinion was very hostile throughout 
Australia. The new Secretary of State, Earl Grey, em¬ 
phasised the difference between this ‘reformatory’ scheme and 
earlier transportation. The colonists were not impressed, 
they thought it would be most injurious to the ‘moral, social 
and political advancement of the colony’; they thought it a 

4 Secretary of State for Colonies. 1846. 
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breach of faith by the mother country; they even suggested 
that, if transportation were to be persisted in, the day was 
‘not far distant when their angry and forcible separation’ 
from Great Britain would take place, for ‘so sure as the seed 
will grow into the plant, and the plant to the tree, in all times 
and in all nations, so will injustice and tyranny ripen into 
rebellion, and rebellion into independence/ 

The colonists, helped by gold, had their way. ‘Consider¬ 
ing the facilities with which conditional pardons are ob¬ 
tained, there are few English criminals who would not regard 
a free passage to the gold fields ... as a great boon,’ pointed 
out the Anti-transportation League; and in 1852 transpor¬ 
tation, except to Western Australia, was finished. 


The gold discoveries naturally caused a great increase in 
free immigration. In the late ’forties, after the recovery 
from the depression, assisted immigration had been resumed. 

rom 1848 to 1851 nearly 35,000 persons were assisted to 
Australia, and over 10,000 came unassisted. For the whole 
18 1?' I8 ? ) the P^ation had increased by over 

h Bm bet 'y Cen 1850 and 1860 the increase was 
um ■ brmglng the total to over a million. New South 
Wales increased from 187,000 to 350,000-nearly double: 

Victoria from 77,000 to 540,000—a sevenfold rise. To Vic¬ 
toria alone, in 1852 and 1853 came over 100,000 persons 

As/sted/rrvrrdi/r many fr0m the other colonies. 

Assisted immigration did not cease. From 1851 to 1860 

the New South Wales Government helped nearly 70 000 n£ 

grants, over 50,000 migrants were assisted to Victoria; the 

tTw7° S °A Uth A A* Stralia: l > 700 ^ Tasmania; a£d 
even to Western Australia went 3,400 assisted and 840 

attemn/ Cd migrai \ U ’ Such was labour shortage that 
attempts were made, unsuccessfully, to ‘bind’ these people to 

<? b Tu l i nder < :? ntract » Particularly in New South Wales and 
South Australia But the assisted migrants were over 
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Naturally not all the migrants went to the goldfields; nor 
were all who did so diggers. The latter had to be fed and 
clothed and (even if primitively) housed. The population of 
Melbourne grew to 140,000 in ten years, and became a 
flourishing commercial centre. But in the early days of the 
diggings the labour shortage was acute. Wages and prices 
soared as the following table shows:— 5 


COMPARISON OF CERTAIN PRICES AND DAILY WAGES 

IN AUSTRALIA. 1850-3. 



1850. 

Melbourne Sydney 

Hobart 

Melbourne 

1853. 

Sydney 

Hobart 


8. 

d. 

8. 

d. 

s. 

d. 

£ 

t. 

d. 

£ s. 

d. 

£ s. 

d. 

Bricklayer . . 

. 4 

6 

4 

6 

6 

0 

1 

6 

0 

0 16 

6 

0 16 

0 

Carpenter 

. 4 

6 

4 

6 

6 

0 

1 

6 

0 

0 12 

6 

0 IS 

0 

Stonemason . . 

. 4 

6 

4 

6 

6 

0 

1 

10 

0 

0 16 

0 

0 16 

0 

Bread (4 lb.) 

. 0 

6 

0 

7 

0 

10 

0 

1 

1 

0 1 

2 

0 2 

4 

Meat (lb.) 

. 0 

2 

0 

iy* 

0 

3% 

0 

0 

6 - 

0 0 

3% 

0 0 

8% 

Butter (lb.) 

. 1 

3 

1 

3 

1 

3 

0 

3 

0 

0 1 

6 

0 3 

0 

Potatoes (cwt) 

. 6 

0 

7 

0 

3 

6 

1 

10 

0 

0 13 

0 

1 8 

0 


Though the squatters were badly hit by the high wages and 
high prices, they quickly adapted themselves to the new con¬ 
ditions. The runs were fenced, so that shepherds were needed 
no more—only a few boundary riders. The price of mutton 
and cattle increased with the great number of fresh mouths 
to feed. The number of cattle in Australia rose from 2 mil¬ 
lion to 2,900,000 between 1851 and 1881. Better roads re¬ 
duced the cost of transport; ships returning to Europe almost 
empty after bringing out goods and migrants to the gold 
fields would carry wool at a low freight. More¬ 
over, wool prices in Europe rose also; the average value of 
the New South Wales clip was 1/1 a pound in 1851, 2/2 a 
pound in 1861. Wool exports rose from 30 million pounds in 
1851 to 35 million in 1861 ; its value increased from £1.5 
millions to £3.5 millions. Dairying and vegetable growing 
became profitable. As Mr. Joyce, of Norwood, wrote, 7 Caro¬ 
line is doing very extensively with her dairy; we are milk¬ 
ing seven cows and make fourteen pounds of butter per week. 


5 B. Fitzpatrick: op. clt., p. 157. 
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The butter is sold at 3/- per lb. and the milk for 2/- a quart; 
eggs are 8/- a dozen. The dairy and poultry are bringing in 
£5 a week at the present time. I have gone to a little expense 
in laying out a vegetable garden. I have a man at 30/- a 
week constantly employed. ... I expect, besides having 
plenty of vegetables for ourselves, to be able to clear the 
gardener’s wages twice over by selling the surplus to the 
diggers; . . . cabbages are 1/6 to 2/- each, lettuces 1 /-, and 
turnips about 3/* per bunch of six or eight.’ 6 

Agriculture, after an initial setback, was also stimulated 
by the increasing population. In 1850 the area cultivated 
was about 500,000 acres; in 1852 only about two-thirds of 
this was still under crop, such was the scarcity of labour; 
but by 1858 over a million acres were being cultivated. In 

!c 5 lA here were in Victoria near *y 8,000 farmers employing 
15,000 labourers, compared with only 3,200 employing 

4,3(» labourers in 1854. Likewise wages had fallen again; 

in 185/ unskilled labourers earned about 8/- a day and skilled 

men 14/- or 15/- compared with 15/- and 35/- to 45/- a day 

three y^rs earlier. Coal mining had a similar experience; 

a short-lived decline when gold was discovered, then the re- 

7nrJm f the ™ n ?2?ri° th ® so that output rose from 

70,000 tons in 1850 to 370,000 tons in 1860 to cater for the 

needs of the growing community. The influx of population, 

especiafly after the decline of the diggings began and wages 

had fallen encouraged a few manufactures—farm implement 

factories breweries, tanneries, brickyards and sawmills— 

particularly m Victoria. There, in 1861, were 401 factories 

employing 3,830 persons. Sugar refining increased. But on 

he whole it was cheaper for the colonies to produce gold and 

TKa K ei L" 1anUfaCt n reS r ather than manufacture themselves 
The budding woollen cloth industry died out. More im¬ 
portant than manufactures were the growing commerdd 
businesses, government services and public works Ten 
banks were founded between 1850 and 1866 There wac 
much commercial speculation. For a timTgoodsTecame 

unskilled labour 0 were* about Wages for 
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unmarketable owing to excess supplies, and in 1854 occurred 
another severe commercial crisis—especially in Victoria. But 
this quickly passed. The value of English exports to Aus¬ 
tralia more than quadrupled in the decade; per head the 
colonist bought goods worth twice as much—£8 worth in 
1841-50; £19 worth 1851-60; from 1855-9 the average Vic¬ 
torian bought imports worth £36. 

The principal public investments were in communica¬ 
tions. Melbourne, Sydney and Adelaide were connected by 
telegraph in 1858. Railway building—with different gauges 
—was begun in all the colonies. In 1854 Melbourne had a 
railway to its port—at a cost of £190,000 for two miles; Ade¬ 
laide had the same in 1856; New South Wales opened 13 
miles of the Sydney-Goulburn line in 1855; in Australia as a 
whole, by 1859, 171 miles of line were opened. In 1858 
the Victorian Government borrowed £8 million for building 
railways; at the same time 6,500 men were working on the 
roads. 

These outlets —industry, commerce, public works and some 
agriculture—were insufficient for the displaced miners. They 
had a vote. Miners’ rights had always qualified for the fran¬ 
chise. Responsible government had been introduced in New 
South Wales, Victoria, and Tasmania in 1855, in South Aus¬ 
tralia the following year, and in Queensland in 1859. Man¬ 
hood suffrage and vote by ballot quickly followed. Political 
power was in the hands of the people. 

Economic power was not. Until 1850 government had 
been by squatters, for squatters; and the squatters had se¬ 
cured their control of the land. As the digger turned his 
back on the gold field, he cast covetous eyes on this land. 
He wanted employment. So the crux of the problem was 
this. Few could farm while the bulk of the land was kept 
for sheep; gold mining now needed fewer men, and the pas- 
toralists themselves were employing fewer men as they 
fenced their runs. The labourer could get temporary work 
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fencing the squatters’ holdings against himself, or building 
mansions for the successful. Public utilities could offer a 
little. But fundamentally employment could most easily and 
profitably be found on the land—if it were made available. 
The squatters’ hold—not yet freehold—must be broken, and 
Australia settled with small farmers. Plenty of Australia is 
not suitable for small farmers. But some of the country 
then held by the squatters was, or at least so it was thought; 
and this the farmer meant to have. The stage was set for 
the coming struggle—to unlock the land! 

READING: 

Cambridge History of British Empire, vol. vii, part i, chap, lx: G. R. 

Port us: The Gold Discoveries, 1850-1860. 

A. Joyce: A Homestead History, part 11. 

B. Fitzpatrick: British Empire in Australia, chap. lv. 


CHAPTER IX: LAND 

Land in plenty, though mainly held by squatters on lease; 
ex-miners seeking employment; democratic governments. 
With these conditions existing in nearly all the colonies in 
the 'sixties, the coming struggle could readily be foretold, and 
their outcome might be guessed—legislative victories for the 
rights of the small settler, who, with the aid of the law, hoped 
to be able to drive out the squatter. Land laws were passed 
to help the farmer; but the squatter stayed, though he 
changed his legal status. For laws passed in order to make 
it easy for the poor to buy land also made it easy for the 
rich; hence the pastoralist gained a firmer title. In vain did 
legislators try to set up a ‘prosperous yeomanry.' Economic 
and geographical conditions were unsuitable except in cer¬ 
tain parts of Victoria and South Australia. The example of 
the United States Homestead Act might be cited, giving 160 
acres freehold to any settler. But Australia is not the United 
States. Conditions in most of the country favour the sheep 
farmer, not the wheat grower; and economic facts have a 
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habit of upsetting the best laid plans of mice and men— 
including politicians. 

After several years of political manoeuvring the New South 
Wales Parliament passed in 1861 two Acts—the Crown 
Lands Alienation Act and the Crown Lands Occupation Act. 
The first permitted anyone, of any age or sex, to select 
between 40 and 320 acres of Crown Land anywhere in the 
State for £1 per acre, one-quarter to be paid in cash and the 
balance within 3 years. Nominally the selector had to reside 
on his selection, and make improvements worth £1 an acre; 
but these conditions were often evaded. At the same time 
the older system of sale of Crown Land by auction for cash, 
but without conditions, at a minimum price £1 an acre, was 
continued for those who preferred it. Any purchaser (either 
by auction or on condition of residence) could have for graz¬ 
ing a ‘pre-lease’ of three times the purchased area, which 
could be 'selected,' or sold by the Crown, at any time, but 
which had preference over a squatting lease. 

The squatter, by the second Robertson Act, 1 was still able 
to lease his run; but the leases were reduced to a maximum 
of five years (one year in what were termed ‘first-class 
cttled districts,’) and rents were to be fixed by Land Com¬ 
missioners; in 1865 they were nearly doubled. But these 
runs were open to ‘selection’ at any time, though the lease¬ 
holder had a pre-emptive right to buy part of his lease which 
he had ‘improved,’ and he could buy four times as many acres 
as he had spent pounds on improvements. 

These various provisions stood the squatter in good stead. 
He could ‘select’ land himself or through his ‘dummies’— 
children or station hands or even people from the asylums 
and ‘pre-lease’ three times the area of these selections. He 
could pick by ‘peacocking’ key points on his run, such as 
water holes; thus he would gain freehold rights over these 
points and make the rest of his run useless to anyone else. 
He could buy parts of his run at auction, and part through 

1 i.e.. The Crown Lands Occupation Act. Sir John Robertson was the 

Premier of the Government which introduced this legislation. 
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the right of pre-emption given in return for ‘improvements.’ 
He might even buy areas ‘pre-leased’ by selectors—and a 
selection lacking surrounding grazi ig land was very difficult 
indeed to make a success. 

But if the squatter could thus fight for his land against the 
selector, he had his own troubles. ‘Dummies’ could work 
against the squatter as well as for him; blackmailers as well 
as the squatters could practise ‘peacocking’—particularly as 
the condition of residence was not strictly enforced. The 
acts perhaps were 'framed for honest men and not for 
rogues ; but rogues there were in plenty who were ready to 
take advantage of them. In defence honest men became 
rogues; the law made ‘perjury a commonplace incident in 
the lives of thousands of people.’ Moreover, the small farmer 
in New South Wales was faced with geographical difficulties. 
The farming districts were far from Sydney, and communi- 
cationS' were still bad; wheat and other crops are more 
expensive to transport than wool, so that agricultural de- 
Y~2f n ; ent bad t0 wait for the coming of the railway. After 
l«yo there would be a rather different story. But for thirty 
years the area under cultivation increased very slowly; there 
was certainly no agricultural revolution. In 1861 19000 

300,000 acres; in 1884, 40,000 occupiers 

' a ™ e , d 700 ’°°?. acres - But ,f 21,000 farmers had been 
settled 23 million acres had been sold, and less than two 

thlS area . was under cro P- In a fe w areas, where 
unsui *f bI . e fo t r sheepfarming, genuine settle- 
ment had progressed—in the dairying and maize growing 
districts of the South Coast, the maize and sugar growing 

ar -“ S f J, he r [ ver \ and ‘^e mixed fuming' dis® 

tricts of New England, though even here 4,405 selections had 
been consolidatedinto 1,560 by 1883. But in the h ”ge cem 

ind S1 .° pes ' a,ong the Murrumbidgee 

‘ he Ravenna—natural pasture-lands-the squatter 

^ “ W “ He had the financial resources 

n the w;r ,n ~ espeaa ^Ky after the long period of drought 
n the sixties was over. Between 1862 and 1871, four mil¬ 
lion acres of crown land were sold for £2,358,000; from 1872 
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to 1876 eleven and a half million acres were sold for 
£6,662,000. Amending Acts in 1875 and 1880 helped the 
squatter to buy, for land could now be bought at auction at 
one month’s, instead of six months’ notice, and the value 
of improvements a selector had to make was reduced from 
£1 to 10/- for every acre. 

Despite its evils, this system satisfied both the genuine 
land-seeker, who could usually get a small selection, and the 
squatters ‘relying upon their superior command of money,’ 
and ability to meet fraud by fraud, to defeat the free selec¬ 
tor, who menaced their runs; and the politicians gained 
an easy revenue for the Treasury and in a few cases for 
themselves. It was posterity that was to suffer—by the rash 
alienation of Crown Lands, so that for the selector in the 
future there would be none, and by the waste of the country’s 
assets which deprived future Treasurers of land revenue. 
But posterity was not represented in the New South Wales 
Parliament, and not for twenty-three years was the system 
amended. Even then drought, low prices, rabbits, and scrub 
made the way of the selector a hard one; in the next ten 
years the number of occupiers rose from 40,000 only to 
41,400; in 1894 lands which had been ‘resumed’ from the 
squatter in 1884 were again put under pastoral lease. 

Such was the experiment in New South Wales. An at¬ 
tempt was made to enable the small settler to obtain lands on 
easy terms. It failed partly because the squatter too was 
able, by fair means or foul, to obtain the same land on easy 
terms; and partly because the New South Wales wheat- 
farmers needed railways which were not yet built. It was 
the result of having wheat lands separated from the coast by 
a wide stretch of rocky, mountainous country, impossible to 
cultivate, and difficult to traverse. 

In the other colonies the same attempt was made, and the 
same difficulties did not always exist. For if the squatter 
was always able to buy land—he had the financial resources 
to do so—at least in Victoria to a certain extent, and in 
South Australia to a large extent, the country was suitable 
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for wheat growing, and the wheat lands were more acces¬ 
sible, so that difficulties of transport were less. 

In Victoria, too, there were more ex-miners. Also the 
State was smaller; there was no back country to which the 
pastoralists alone could retreat; but the squatters held fifty- 
five million acres during the ’fifties—much of it good farm¬ 
ing land. This was demanded ‘for the people’; a ‘vote, a 
rifle and a farm,’ was the slogan of the ‘Land Convention’ ; 
the new democracy set to work. 


The Acts permitting ‘selection’ on easy terms were fatal 
to the small farmer—as in New South Wales. Conditions 
imposed on the 'selections’ could not be enforced. One 
hundred men acquired 930,000 acres out of a million and half 
sold between 1862 and 1864; between 1860 and 1865 two 
million acres were sold for £1 an acre; but the number of 
farmers increased only by 4,000 to 18,000, who were culti¬ 
vating about 400,000 acres. In 1890 this had grown to two 
million acres, and Victoria was a net exporter of grain The 
area under crop grew from 400,000 acres in 1860 to more 
than one and a half million in 1880, and two millions in 1890. 
Natural conditions had enabled the farmer to make good. 

leerin' 1 R ° ther ^ tes - A " made experiments in land 

mSned °in 1M ,n . T “ man,a g°°d crown land re- 
mamed in I860, and Tasmanian wheat-farmers found that 

they could not compete with the mainland. In the W<St 
£ - a floun . sh,n e gazing industry, but little else 

°* * SouAnstraUa was ScS 


of the continent’; from 1862 to 1880 South 
At first the colony's agricultural settlement had been 
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bounded in the North by ‘Goyder's line’—the limit of 12- 
inch annual rainfall. In 1874 the ‘line’ was crossed; the 
‘demon drought’ was buried; for ‘rain would follow the 
plough’—or so it was said. In fact, it did not; ‘Goyder’s 
ghost still hovered about,’ and drought in the ’eighties drove 
the settlers back. Good pastoral runs in the North had been 
ruined to make bad farms. Soil exhaustion, helped by the 
rabbits, was becoming a problem. 

Farming technique was improving, though slowly, and 
agricultural machinery was being invented—and used. In 
the early days labour for harvesting was expensive, and the 
farmers feared the hot dry wind which might scatter the 
ripe ears while the scythes swept through the standing corn. 
As early as 1843 John Ridley’s ‘stripper’ had harvested some 
crops—saving about sevenpence a bushel, and the ‘South 
Australian’ newspaper boasted: ‘By the invention and suc¬ 
cessful manufacture of this machine, the colonists will be 
enabled to compete successfully in British markets.’ 2 


At first exports went to the eastern states; after 1866 to 
Great Britain. The dependence of South Australia on wheat 
growing and wheat exports might have suggested that fur¬ 
ther improvements in technique were desirable. High labour 
costs impelled the use of the stripper, and later of other 
machinery. But the farmer—proverbially conservative- 
ignored the London soil analyst who recommended the use 
of ‘guano.’ Superphosphates, being developed by Justus 
von Liebig in Germany and Lawes in England, were greeted 
by the practical farmer with a smile. Even crop rotation 
and fallowing practice were rather primitive, except in the 
case of a few intelligent moneyed farmers. No effort had 
yet been made to improve the breed of wheat; old wor 
varieties ripening late and liable to get ‘rust from the hot 
Australian summers were still used. It was not surpnsing 
that yields per acre began to fall. This at length brojig 
the beginning of the study of scientific agriculture. In 18/£ 
Roseworthy Agricultural College was established in South 


2 19th December, 1843. quoted: 


B. Fitzpatrick: op. cit., p. 209 



LAND 


85 


Australia, followed six years later by the Dookie College in 
Victoria. But the ordinary farmer was prepared to exhaust 
the soil, destroy the trees by ruthless ring-barking and then 
move on, leaving problems of soil erosion for his descendants, 
and not worrying overmuch about falling yields. 

But if the farmer scorned scientific agriculture, he did not 
neglect the development of agricultural machinery, which 
lowered costs and helped to make the large farm possible. 
Following Ridley’s stripper, H. V. McKay produced a com¬ 
plete harvester, stripping and winnowing in one operation. 
For cultivating the scrublands opened for selection the 
‘stump-jump’ plough of Smith and Stott was a god-send; 
without it the ‘mallee lands might never have been scientific¬ 
ally cultivated for wheat.’ Shann writes that ‘prior to this 
(invention) only those who had other land for cropping 
could afford the five years needed to break in scrub or mallee 
land. The method adopted had been to cut the scrub about 
a foot above ground, to pile the debris around the stumps, and 
burn soon after the new shoots appeared. “Sucker-bashing” 
—a very arduous business with the mattock—was still needed 
after this, and raised the cost of killing the scrub to 15/- an 
acre. ... A settler named Mullens ... cut the scrub level 
with ground, burnt it off, and scratched the soil with a heavy 
triangular log through which he had driven strong spikes. 
From soil enriched by the ashes of a good bum, this “scratch- 
ing-in” would produce a few crops that showed a good mar¬ 
gin of profit. Other scrubland selectors, of which R. B. 
Smith was probably first, went one better, and contrived a 
plough that thoroughly turned up this “Mullenised” land, 
and loosened many of the roots. Its two, three, or more 
shares worked independently, and each, as it struck an un¬ 
grubbed stump, tripped, passed over it . . . and was sent 
back into the soil by a strong spring so soon as the stump 
was jumped. 3 v 

. T£ anks . t0 improvements and favourable conditions 
in Victoria and South Australia, though helped a little by 


3 Op. cit., p. 221-2. 
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land legislation in these two states, the area under wheat in 
Australia—about 800,000 acres in 1862—doubled in ten 
years, and doubled again in the following decade. By 1890 
there were nine acres under cultivation per head of popula¬ 
tion in South Australia, two and one-third in Victoria, and 
one in New South Wales. Production had trebled; but 
yields per acre and prices were falling. A bushel brought 
8/6 in Adelaide in 1864-5; only 2/6 in 1893-4. The thir¬ 
teen bushels yielded per acre in Victoria in the ’seventies 
fell to less than ten in the eighties; and South Australian 
yields dropped from eleven to less than eight bushels to the 
acre. New South Wales, though her annual production was 
four million bushels in the eighties, was far from self-suffi¬ 
cient; she had to import nearly three million bushels a year 
—mainly from Victoria and South Australia. 

Other crops were less important, though hay and oats were 
grown in Victoria, and maize in Queensland and New South 
Wales. But the great agricultural advance was still in the 
future, as the following table shows:— 

AREA UNDER CROP, in Acres. 

South Western All 

N.S.W. Victoria. Queensland. Australia. Australia. Tasmania. Australia. 
1860-1 246,000 387,000 3,000 359,000 25,000 153,000 M™.000 

1890-1 853,000 2,032,000 225,000 2,093,000 70,000 157,000 5,430,000 

1930-1 6,811,000 6,716,000 1,144,000 5,426,000 4,792,000 268,000 25,164,000 

Dairying offered another opening which was beginning to 
be exploited by the small farmer, particularly in Victoria and 
New South Wales. But until after 1890 lack of refrigeration 
prevented large-scale exports, and the dairy-farmer had to 
rely on the fairly small local market to buy his product. 

While the southern colonies developed wheat-farming and 
dairying to diversify their economies and support the wool 
industry, Queensland added tropical products to the pastoral 
production. In the interior the pastoralist maintained his 
hold; ‘land selection’ legislation, as in the south, was evaded. 
By 1874 9,000 selections had been made, and three million 
acres of Crown lands alienated—half to 267 persons, of 
whom 177 were squatters’ agents. 
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The Queensland squatter raised cattle as well as sheep; 
for where heavy evaporation quickly dried the pastures, the 
rivers and water-holes, cattle could travel farther to water. 
At first, as in the dairy industry, the market was limited, but 
in 1880 the Strathleven carried the first cargo of frozen 
meat to London. Already there was a considerable export 
of canned, preserved meat—2,000,000 lb. in 1869 and 
16,000,000 lb. in 1880. Fifteen years later exports totalled 
340,000 quarters of beef, 850,000 lamb and 3,000,000 sheep 
carcases. Not counting nearly two million dairy cows, there 
were over nine million cattle in Australia, of which four- 
fifths were in Queensland. 

While sheep and cattle were raised in the interior, cotton 

and sugar planters were active near the coast. The former 

declined after the American Civil War; but the sugar-grower 

throve. Thomas Scott had begun experiments in New South 

Wales as early as 1823; the first plantation in Queensland 

was made in 1862; fifteen years later 15,000 acres were 

under the crop, and sugar exports were worth £286,000. 

Naturally labour was a problem; so Kanakas were brought 

under indentures from the Pacific islands-^,000 of them 

by 1890. Piracy, kidnapping and murder were alleged to 

occur in recruiting these labourers; their mortality rate was 

four times that of the white man. Hence arose the demand 

for the regulation of this ‘slavery.’ In reply the planters 

demanded that Northern Queensland should be separated 

from the rest of the colony, so that she could develop her 

plantation economy’ undisturbed by these complaints. But 

the den^nd was refused by both the Queensland and the 
British Parliaments. 


Queenshnd cattle and sugar, as well as South Australian 

aISJTT Were ° f re !. ative,y minor ’ m P ort ance in 
Australia in the late nineteenth century. Wool was still 

supreme, and the squatter used his land, however acquired 

T ° h ™.L thC p ^ osp€I ? ty ° f Ws countr y as well as himself! 
1 he ,5 n .? „, wo ° market grew suddenly during the Ameri¬ 
can Civil War, when cotton supplies were cut off; and there 
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was no subsequent falling back. In 1860 wool comprised a 
third of Australia’s exports; in 1890 a half, when over 600 
million lb. were clipped and exported—a sixfold increase in 
thirty years; the number of sheep had increased only five 
times—from 21 to 107 millions—but the average Australian 
fleece had risen from 3.7 to 4.4 lb.—in New South Wales 
from 3.5 to 5.4 lb. The latter was still the premier sheep 
colony; her flocks had risen from five and a half million 
(about one quarter of Australia’s) in 1860 to fifty million— 
about one-third of the total—in 1890; Victoria’s share had 
fallen from forty per cent in 1861 to only fifteen per cent, 
though this meant an increase from eight to sixteen mil¬ 
lions ; Queensland was now in second place. 

The industry had changed while it grew. When the pas- 
toralist acquired a freehold and fenced his run, he needed 
more capital. When the grazing lands were filled, it was 
hard for the newcomer, unless he had means, to buy a station. 
Shipping freights fell and the Government provided rail 
transport; but the grazier had to provide his own station 
equipment and later his shearing machine. Patented first in 
1877 by an Irishman named Wolseley, a marketable machine 
was demonstrated in Melbourne in 1885; by the end of the 
decade machine shearing was the vogue. 

Fencing runs—the change from shepherding to paddock¬ 
ing—originally adopted during the gold rushes, when labour 
was short, substituted capital for labour on the station; it 
also increased the carrying capacity of the runs by as much 
as a third. At the same time the breed was improved—the 
wool was longer and sounder, the sheep grew bigger and 
lived longer, the lambing average was higher; there was no 
longer the nightly tramping of the soil by millions of herded 

feet. 

Warehousing and marketing methods improved. The 
pastoralists learned the arts of washing, pressing and sorting 
the clip. The growers, feeling they were not getting a fair 
deal in London, turned to local sales. More and more wool 

was marketed in the grease. 
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The failure to oust the pastoralist, the changing of him 
from a squatter to a freeholder, might have been undemo¬ 
cratic ; it certainly made difficult the way of the small agricul¬ 
turist. But over most of Australia conditions are suited for 
pasture, not agriculture; and politicians would have been wise 
to recognise the fact. Then might the pastoralists have been 
better controlled for the public interest; their land might have 
been kept as a perpetual revenue producer for the public 
treasury. As it was, to quote Professor Shann’s conclusion: 
‘Democracy’s benevolent intention to temper the wind to the 
farmer s shorn lamb could not endow the tender creature 
with the vigour that enabled the pastoral ram to survive and 
fatten. And it came to pass that demagogues dispersed the 

public estate and pastoralists gathered up the freehold there¬ 
of. 4 


4 Op. cit., p. 233. 

READING: 

I! Fi't^tfi?k nn ^rm,°h n T^ t ”‘ S , t0ry A of . Australia, chs. xli. xlii. xiv. 

5 H ! h Em , plre ‘n Australia, ch. v. secs, i-iii, vii and viii 

S. H. Roberts: History of Australian Land Settlement, part lv 


CHAPTER X: CAPITAL 

The development of Australia after 1860 was accompanied 
by much capital investment in industry and communications 
and other public works. The growth of the wool industry, 
and still more the expansion of wheat-growing, made im¬ 
proved communications necessary. Existing roads were quite 

fof d rn q a H at m‘ L- Eve £ i 0nvict Iabour had been available 

for road-making they had been poor. But when transporta¬ 
tion of convicts ceased, and labour became scarcer, they 
became deplorable In 1842 their construction and main^ 

had * b f Cn handed over t0 district councils, which 
had powers to levy rates to meet the expense. But they had 

P°^ er iS borrow ’ and ‘local government’ aroused little 
interest. They were not yet equal to the technical and 
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financial tasks of road making. Borrowing powers were 
given in Victoria in 1874, but municipal institutions did not 
become general in New South Wales until 1905. 


Even when roads were constructed, they quickly deterior¬ 
ated and turned into either deep mud or flying dust clouds; 
for the macadamised surfaces, copied from Britain, were un¬ 
suitable in a dry and windy climate. The travelling coach 
was therefore ‘an instrument of torture.’ It was not an 
English but an American model, with a light body hung by 
leather straps, introduced by the famous coaching firm of 
Cobb and Company, which quickly spread throughout East¬ 
ern Australia. In 1870 the company harnessed 6,000 horses 
every day, their coaches travelled 28,000 miles a week, and 
their mail subsidies were £95,000 a year. But these coaches, 
inadequate at best, were only available for passengers and 
mails. For goods, and for speedier and more comfortable 
passenger travel, railways were necessary. 


At first railway building was undertaken by private com¬ 
panies, as in England and the United States. But private 
enterprise failed dismally, leaving as its great monument 
different gauges in Victoria and New South Wales. Even 
if railway dividends were guaranteed by the Government, 
there were other, better investment opportunities than rail¬ 
ways for those who desired to become rapidly rich. 


In Victoria, the Melbourne, Mount Alexander and Murray 
River Railway Company, established in 1852, received £5,000 
from the Government, a guaranteed dividend of five per cent 
for twenty years, and free land for the line and stations, 
including the Melbourne terminus. By 1855 only 5,127 £-5 
shares (out of 40,000) had been bought, and the company 
decided to build to Williamstown (ten miles) instead of to 
the River Murray (two hundred). Next year the line was 
taken over by the Government. The Hobson’s Bay Com¬ 
pany succeeded in paying a dividend—by charging high fares; 
the Melbourne and Geelong Railway Company succeeded in 
building its line, but it had to call on the Government to 
make good its guarantee of dividends. By 1861, when 110 
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miles were open in the State, the first class fare on Govern¬ 
ment lines was 1.9 pence a mile to Geelong and 1.3 pence 
to Williamstown, and the second class fare was about a 
penny a mile; on the private suburban lines, to Hobson’s 
Bay, St. Kilda, Brighton and Essendon, the ‘first’ was over 
threepence a mile and the second nearly twopence-lialfpenny. 
In this year the surviving private lines, twenty-one miles in 
all, were bought by the Government. 


In New South Wales private enterprise did even worse, 
and the Government had had to complete the first line from 
Sydney to Parramatta. But the Governments were still cau¬ 
tious, and by 1870 there were only a thousand miles of rail¬ 
way in Australia (compared with 243 in 1861), reaching 
nowhere more than 180 miles from the sea. There was a 
severe technical obstacle, particularly in New South Wales, 
though to a certain extent in all the colonies, for the lines 
had to cross the mountains, where there were sharp curves, 
steep gradients and little local traffic, before reaching the 
easier and more productive interior. Capital was still lack- 
ing; the total debts of all the colonies were less than £40 
millions. Investors preferred more profitable pastoral land, 
mining and banking concerns. 

In the 'seventies a new policy was adopted—‘a vigorous 
policy of public works.' By 1890 there were over 10,000 
nules of railway open in Australia, on which over £100 
millions had been spent. The first advocate of this policy 

) VaS ,o»5 ercule i! Robinson > Governor of New South Wales 
from 1872 to 1879, but he found plenty of disciples. It was 

argued that the land should be ‘opened up ahead of settle¬ 
ment, and political pressure led to some uneconomic lines. 
No general plan for building was ever drawn up; it was a 
hand-to-mouth business. Colonial Treasurers were apt to 
overlook railway deficits due to non-paying lines and freight 
concessions, for the land sales in the districts in which the 
lines were built brought much revenue. British investors 
were wtilmg enough to lend the necessary capital, and as the 
eighties advanced the business became fast and furious. Not 
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satisfied with over fifty new miles a year in the ’seventies, 
New South Wales added 170 new miles a year in the next 
ten years; Victoria was building between ninety and one 
hundred miles a year. To stop political pressure, railways 
administration was handed over to semi-independent com¬ 
missioners—in Victoria in 1884, in New South Wales in 
1887. But ‘log rolling about new construction only shifted 
from the lobbies of Parliament House to the corridors of the 
Commissioners’ Office,’ 1 and the building went on. The pub¬ 
lic debt of Australia as a whole grew from £11 million in 
1861 to £30 million in 1871, £66 million in 1881, and £156 
million in 1891—from about £10 to nearly £50 a head. 

Not all this money was spent on railways. By 1889 there 
were nearly 40,000 miles of telegraphs open in Australia 
more than in Canada or Great Britain, though only one- 
sixth of that in the United States. Submarine cables had 
been laid connecting Australia with England in 1872 and 
with New Zealand in 1876. In the ’eighties the tramway 
system of Sydney and Melbourne were begun. In addition 
to transport and communications, Victoria, urged by Alfred 
Deakin, began to irrigate; an Irrigation Act was passed in 
1884, and by 1891 over £7 million of loan money had been 


spent on water works. 

Naturally this public investment stimulated private in¬ 
vestment also. Manufactures, it is true, were few. In Vic¬ 
toria, where the demand for employment was greatest, owing 
to the decline of the gold fields, David Syme, editor of the 
“Age,” began a campaign for tariff protection for the infant 
industries’ of the colony. ‘By the system of naked competi¬ 
tion our manufacturers or mechanics are prevented from even 
making a beginning in the work of opening up new sources 
of industry,’ he wrote . . . ‘and in a few short years hence, 
if this prearranged practice of national industrial abortion i 
continued amongst us, the people of Australia will bejis itt 
strangers to all scientific skill and practical dexterity in the 


1 


E O. G. Shann. op. cit., p. 306. 
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arts and manufactures of highly civilised nations as are the 
Bedouins of Barbary or the Tartars of Central Asia.’ 2 

His campaign for protection was successful. In 1866 a 
fairly low protective tariff was passed, with ten per cent 
duties on certain manufactured goods. In 1871 it was raised 
to twenty per cent in the case of finished manufactures— 
including boots, clothing, textiles, leather goods and iron and 
steel goods. In 1877 it was raised again, imposing duties of 
thirty and forty per cent on some commodities. 

It is uncertain how effective these measures were. Be¬ 


tween 1864 and 1874 the number of factory hands had in¬ 
creased from 7,000 to 28,000, though in the ’seventies the 
colony lost population to New South Wales. But by 1890 
nearly twenty per cent more people were employed in second¬ 
ary industry in Victoria than in New South Wales—chiefly 
in printing, iron foundries, breweries, saw mills, textiles, boot 
and shoe factories, brickyards, and potteries, and but for the 
tariff the relative drop in population might have been greater 
than it actually was. 

More important than secondary industry was the mining 
development of the ’eighties. Gold production in Victoria 
had fallen by half since the ‘rush’ days, and the number of 
miners by over two-thirds. But in 1882 the Mount Morgan 
held in Queensland was discovered, a veritable hill of gold, 
which yielded two million ounces between 1886 and 1900, 
and 323,542 ounces in one year, 1889, worth nearly £8 mil¬ 
lions in all of which over half was distributed in dividends 
to shareholders of Mount Morgan Ltd., whose caDital was 
on y *800,000. In 1883 the si^Head'd^poritsTBroken 
Hdl were found The Broken Hill Proprietary Company 

J “ 188 , 51 b .y , 18 ? 9 , ten milIi °n ounces of silver 

ana 4U,(XX) tons of lead had been won, worth £2 300 000 

-‘"TT ? £40 ?' 000 “SS had'Sd 

° T. £ '\°0p»°00 in dividends and bonuses. In Tasmania 

rnnrvp C ? h i£ slI ver-lead was found at Mount Zeehan and 
copper at Mount Lyell; tin had been mined for some ten 

years at Mount B,schoff - South Australia had been mining 

2 Quoted, E. O. G. Shann, op. cit,, p. 265. 
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copper since the ‘forties at Kapunda, and since 1860 at Wal¬ 
laroo and Moonta, but the development of her iron deposits 
was still in the future. In addition, the demand for fuel for 
smelting, for the new railways, and for increasing shipping 
caused a great increase in coal output. In 1850 190,000 tons 
were mined in New South Wales; but in 1881 the output 
was nearly two million tons, and in 1889 over three and a 
half millions—over two-thirds from the Newcastle-Maitland 
fields, the rest from Bulli-Wollongong and Lithgow. 

Investment in mining was all to the good, and during the 
’eighties increasing amounts of copper, tin, silver-lead and 
coal helped to swell and diversify Australian exports, which 
had hitherto been mainly pastoral products. But the public 
works policies, the general development of the colonies, and 
the prosperity of the ’eighties helped to attract other funds to 
Australia for less desirable purposes. 

One of the features of the period was the growth of bank¬ 
ing. In the early days, following English practice, bankers 
had refused to lend money on the security of land. They 
wanted bills of exchange, secured by readily marketable 
goods. Gradually this practice was changed. First money 
was advanced on the security of stock; then on the land that 
pastured the stock. But this security was largely speculative. 
Repayment depended on expectations of production coming 
true, and values holding in years to come, not on goods 
already produced. Advances were for long terms, and could 
not be quickly redeemed, so that if depositors wanted their 
money quickly they could not be paid. In part the danger 
was recognised, and Australian bankers kept more gold in 
their vaults than English. 

Lending money on the security of land was very profit¬ 
able. Land companies were formed which specialised in this 
business. They frequently obtained their funds not from 
colonial, but from British depositors, who also could not 
easily be repaid on demand. 

For a time all went well. The colonies were prosperous; 
development was being vigorously pushed forward, in turn 
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increasing land values. During the ’eighties bank advances 
rose from £58,500,000 to £132,000,000, and British deposits 

!^n/vvi Stralian ^ >ariics S rew from almost nothing to 
£40,000,000. Towards the end of the ’eighties the position 
sewned less secure. Droughts and falling prices made it 
difficult for landowners to repay their overdrafts, which in 
fact rather tended to increase. Wool brought twelve pence 
a pound in 1884, but only sevenpence in 1893; the yield of 
wheat per acre was declining, and wheat prices were falling. 2 


In 1887 the more cautious banks tried to call a halt, and 
refused further advance on the security of land. But an 
amendment to the Victorian Banking Act passed that very 
year made easier such advances by the Land Companies, and 
they were very willing to fill the breach. Speculation turned 
to city land. Ever increasing sums were paid—on credit— 
for City blocks, which in turn were resold at a profit. The 
landbanks lent to speculative builders up to the full ‘esti¬ 
mated’ value of their land—and estimations were very high 
Une society suspended payment in December, 1889, but the 
others went gaily on unheeding, and the Government helped 
to sustain the boom by continued overseas borrowing. 

For mdeed it was on this borrowing that the whole boom 
depended. The prosperity of the colony depended on the 
Government continuing to build railways, to give employ¬ 
ment and to open up new lands; when this ceased a slump 
was inevitable. Interest on the overseas debt had to be paid; 
this reqtured a surplus of exports over imports to raise funds 
m London. But during the ’eighties there was surplus of 

JKw ^ f export \ difference was made g^od by 
the new investments, both public and private; those invest 
ments were the basis of the credit expansion 

Between 1878 and 1891 the amount of overseas capital 

£275 000 00) • UStra l l K . trebled — from £90,000,000 ? to 

and r g the e,g L ht,es both the New South Wales 

“2 Yu ^ a Gove , i : nments borrowed more than £25 000 non 
andaU_the Australian Governments borrowed mm.m. 

* See above! p. 86. 
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At the same time, private investments from overseas totalled 
£26,000,000 in New South Wales and £37,000,000 in Vic¬ 
toria; and in Victoria in 1891-2 £15,000,000 more were bor¬ 
rowed by private persons and £5,000,000 by the Govern¬ 
ment. 

This meant that the boom lasted a little longer in Victoria 
than New South Wales. There, the drought of the ’eighties 
had been more severe, and had effectively stopped land 
speculation. Government borrowing decreased and unem¬ 
ployment grew. As yet, while speculation continued in Vic¬ 
toria, there was no crisis, and there was no ‘run’ on the 
banks. But as far as New South Wales was concerned, the 
land boom ended in 1888; and in this respect she was lucky, 
for she suffered so much the less in 1893, when the crash 
came. 

READING: 

B. Fitzpatrick: The British Empire in Australia, ch. v. secs, iv-vi. ix 
and x. 

E. O. G. Shann: Economic History of Australia, chs. xv-xvii. 

T. A. Coghlan: Labour and Industry in Australia, part vl, ch. v. 


CHAPTER XI: LABOUR 

In 1890, as the economic depression was growing deeper, 
and the banking crisis was threatening, there occurred the 
first of the ‘great strikes’ in Australian history. The labour 
movement had by then been in existence for half a century. 
As early as 1840 the ‘Australian Society of Compositors 
had been formed in Sydney, drawing upon itself the anath¬ 
emas of the conservative press. In the same year, the Mel¬ 
bourne carpenters and joiners went on strike, demanding 
higher wages. This ‘unrest* led, in 1845, to the strengthen¬ 
ing of the Masters and Servants Act, originally passed in 
1828 for ‘the better regulation of servants, labourers and 
workpeople,’ authorising magistrates to imprison ‘servants 
for failing to fulfil any contract of work. 

After the increase of population caused by the gold dis¬ 
coveries. trade unionism grew rapidly. The early unions 
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were particularly strong in building, printing and engineer- 
ing, all skilled trades, like the ‘New Model Unions’ growing 
in England at the same time. High wages prevailed during the 
gold rush, but the unions were anxious to exclude unskilled 
apprentices and to reduce the length of the working day. 
The former was the object of the Typographical Association 
of Victoria in 1851. ‘The introduction of a large and dis¬ 
proportionate number of apprentices totally unfitted by in¬ 
capacity and want of education ever to become creditable 
workmen may, at a superficial glance, appear a saving to 
the employer; but a dozen such will not in the end be as 
profitable as one well educated respectable lad. . . . The for¬ 
mer class, during their apprenticeship, are as drones . . . and 
when freed they are a reproach, useless pests to the com- 
munjty . . and ignorant, slovenly and incompetent work- 

r? e 5* Y, L he ,ntroduction by the employer of a spurious 
kind of labour not only injures his own interest, but more 
immediately the interests of the employees, who are made to 
suffer for a seeming superabundance. . . . Under such cir¬ 
cumstances it becomes the duty of the employees to unite 

n ™ t ema * nd f0T i fair ' umform rate of remuneration, and 
to make it a condition of the engagement that they neither 

be requu-ed to instruct a disproportionate number of ap- 
claim 'to Cart’ 1 W ' th th ° Se Wh ° have not a Ie P‘™ate 

. At ,‘ he sa , me ‘ime the builders were demanding an ei>h t 

fi° U t r £? y .. was granted ^ Melbourne in 1856, where fhe 

nrst Eight Hours procession was held on Annl «. , 

« « the ^ 

YY.rY 1 '" gainingaa ' net case'In wag^ 

1 Quoted. Sutcliffe: A History of Trade Unionism in Australia, pp. M -l. 
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soon afterwards wages were reduced again by twenty per 
cent. 


During the next twenty-five years unionism gradually 
increased its strength. In 1874 the New South Wales coal 
miners won a ten-hour day (instead of twelve). In the 
same year, the Amalgamated Miners’ Association of Vic¬ 
toria was formed, and began to agitate for the better regu¬ 
lation of mining—for an eight-hour shift, better ventilation 
and inspection of machinery. These claims were granted 
by the Regulation of Mines and Machinery Act, 1877. In 
1874, too, were founded the Victorian and New South Wales 
Seamen’s Unions, which federated in 1876. 

Apart from seeking a shorter working day, one of the chief 
activities of the unions was their opposition to the immigra¬ 
tion of coloured labour; in fact, they were luke-warm about 
any immigration at all, as was shown by the Labour sup¬ 
port of the Victorian Protection and Anti-Immigration 
League of 1861, for they feared that the competition of 
immigrant workmen—and particularly of immigrant coloured 
workmen—would tend to reduce wages. 


When self-government was conceded, English immigrants 
were still being assisted to come to Australia. In 1861 
Parkes 2 went on a lecture tour to try to attract more to 
New South Wales. But in the ’sixties the numbers steadily 
declined, and in 1866 no vote for immigration was passed 
in New South Wales. Parliament, despite the support of 
the employing class, refused to revive it, except to a very 
limited extent, even during the boom conditions of the 
’eighties. Between 1873 and 1893 New South Wales re¬ 
ceived only 58,OCX) assisted migrants, compared with ASl.UW 
unassisted. In Victoria Labour opposition was at first less 
successful—perhaps in part as a set-off to the tariff po' »<-)• 
Part of the land revenue was used for assisting migration, 
and in the ’sixties 45,000 assisted migrants arrived But jn 
1871 assistance was stopped. In Queensland and bou 


2 Henry Parkes. five times Premier of Nc ' v South WaleS 3nd 
advocate of secular education and federation. 
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Australia state-aided immigration lasted longer, largely by 
means of ‘land orders.’ For twenty years immigration ac¬ 
counted for only one-third of the annual growth of popu¬ 
lation, which was increasing by nearly ten per cent a year, 
from just over one million in 1860 to two and a quarter 
millions in 1880. In the 'eighties immigration increased once 
more, while the land boom’ lasted, and heavy loans were 
being raised overseas. More than 400,000 persons arrived 

between 1880 and 1891; and by then the total population 
had reached three millions. 


If labour was successful in reducing assisted migration 
from Great Britain, it also managed to get positive restric¬ 
tions imposed on Chinese immigrants. They had first caused 
unrest on the gold fields, and as early as 1855 Victoria 
imposed an entry tax of £10, and an annual poll-tax of £1, 
which was raised to £6 in 1858. In 1861 there were 25,000 
Chinese in Victoria and 13,000 in New South Wales, where 
a similar Restnction Act was passed in that year. The 
dedine of alluvial mining solved the problem for the time 
being, and the Restriction Acts were quietly repealed But 

and 80 ! d disco . veries attracted the Chinese again, 

and the agitation for exclusion was renewed. It was sue- 

tWh’ restnctlve lc e ,sla ti° n was reimposed in every colony 
though owing to Anglo-Chinese treaties it was not s^cific- 
ally directed against China. In 1878 the Seamen’s UWon 

a "ul strike against the employment of 
cheap Chinese labour on coastal ships, and in this protest 

m-aft mtsfta a tsar** - 

V e , - ,er there “y comprehensive Facto° U Act° Tn n 

mentioned. An Act of 1873 Turnedto 

d.tions of women in factories by im^osing^nlJhtVour 
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prohibiting night-work and ensuring adequate ventilation; 
but it was ‘of more theoretical than practical importance, as 
piece-workers were exempted from the limitation of hours 
. . . and factories and workrooms could be withdrawn from 
the operation of the Act if the workers petitioned for it.’ 3 
Another act was passed in 1885, following the report of a 
Royal Commission appointed in response to an ‘anti-sweating’ 
campaign in the press. The measure was drastically altered 
by the Legislative Council, where forty-four amendments 
were made, but as passed it provided that children under 
thirteen should not be employed, that boys under fourteen 
and girls under sixteen should not work at night, that ma¬ 
chinery should be fenced, and that injured workmen should 
be compensated; it regulated hours of work both within and 
without the factory, and enforced a definite closing hour for 
shops. 

In New South Wales, the first Coal Fields Regulation Act 
was passed in 1862, forbidding the employment of children 
under thirteen, and providing for some inspection and ven¬ 
tilation. This Act was amended in 1876, when, besides pro¬ 
viding for the appointment of miners’ ‘checkweighmen,’ a 
ten-hour day and fifty-hour week for young persons aged 
between thirteen and eighteen, was prescribed. 4 No general 
Factory Act was passed here, or in any other colony, before 
the 'nineties. However, acts were passed improving the 
legal position of Trades Unions—in South Australia in 1876, 
in New South Wales in 1881, in Queensland and Victoria 
(after a struggle with the Legislative Council) in 1886, and 
Tasmania in 1889. These acts, based on the English acts 
of 1871 and 1875, provided that unions might be registered, 
and, when this was done, their funds would be protected, 
they should have control over their officers, and that ‘the 
purposes of a trade union shall not, by reason merely that 
they are in restraint of trade, be deemed to be unlawful, so 


3 T. A. Coghlan: Labour and Industry’in Australia, part 111, p- 1473. 

4 The employment of females was definitely forbidden altogether, though 
they had not in fact been employed. 
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as to render any member . . . liable to criminal prosecution 
for conspiracy or otherwise.' 5 


In the 'eighties a marked growth of unionism accompanied 
the ‘boom/ chiefly in the pastoral, mining, building, trans¬ 
port, clothing and engineering industries. The miners' 
unions spread to the western and southern New South Wales 
coal fields, as well as to Broken Hill. The builders had 
already gained their eight-hour day victories by 1880, and 
the transport unions, after their success against the Chinese 
in 1878, went from strength to strength. In 1884 the Syd¬ 
ney Maritime Council, composed of unions connected with 
the shipping industry, was established. In 1885 the Wharf 
Labourers’ Union was formed; it struck work next year 
demanding an eight-hour day, increased wages for discharg¬ 
ing coal, and the right to a holiday on Eight Hours Day. 
The strike lasted eighteen days and was settled by arbitra¬ 
tion—a method then new to Australia; most of the men's 
demands were granted. Soon after the Coal Lumpers and 
Railways added to the Transport Unions. 


Last but not least was the Amalgamated Shearers’ Union 

?n 1^4 ra f a ’ or f m f d b / William Guthrie Spence, who had 
in 1874 formed the Amalgamated Miners' Association 
Spence started to organise the shearers at Ballarat in June 
886, when the pastorahsts announced a cut of half a crown 
a hundred in the shearing rate. By December there were 
9,(XX) members, by 1889 22,500, excluding Queensland which 
had its own union under William Lane. Spence’s aim//to 
secure a general shearing agreement instead of 'station 
agreements, and to exclude unfair practices. He objected 
to reductions of pay for sheep badly shorn or injured to 
he compulsory buying of necessaries at the station-store and 
to the common hut for sleeping, washing cooking nnrl ^ 

By a mixture of force and persuS and eating. 

Widely made in 1887, 1888Tnd 1889.’ H ? S were 
_The_unions had increased their solidarity and co-operation 


OTUttol A 'OT T ittiS5S! i!n: “• op - cl '" »■ l«8-7. The Victorian Act 
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a b well as their size. In the ’seventies both Sydney and 
Melbourne had their Trades and Labour Councils, and Bris¬ 
bane, Hobart and Adelaide followed suit in 1883-4. In 1879 
the first intercolonial Trade Union Congress was held in 
Sydney with thirty-nine delegates, representing over 11,000 
members; in the ’eighties six more congresses were held. 
Typical items on the agenda were immigration, the eight- 
hour day, factory regulation, the early closing of shops, con¬ 
ciliation and arbitration, the nationalisation of land, and pro¬ 
perty and land taxation. At the second congress a resolu¬ 
tion was passed in favour of Trade Union Parliamentary 
Committees, and these became active in all the self-govern¬ 
ing States. In 1889 the unions could afford £30,000 to assist 
the great strike in London for the 'docker’s tanner.’ 

This was the organisation, numbering about 70,000, that 
was about to engage in one of the fiercest struggles in Aus¬ 
tralian industrial history—the great strikes of 1890-1894. 
Why 1890? Two reasons might be suggested. First, the 
unions were becoming more extremist as time went on. ‘It 
was at the 1888 and 1889 congresses that the presence of 
tendencies of a more or less socialistic character were re¬ 
vealed,’ writes Sutcliffe. 6 This may be true; but it takes 
two to make a quarrel, and the employers also were aggres¬ 
sive, and ‘the federation of labour and the counter-federation 
of employers is the characteristic feature of the labour ques¬ 
tion at the present epoch,’ according to the report of the 
Royal Commission appointed to investigate the causes of the 
strike. The onset of the depression, particularly in Q ueen j" 
land and New South Wales where the trouble began, made 
employers very anxious to reduce costs—including wages. 
Between 1889 and 1894 prices fell by thirty-six per cent; 
wages had to fall too. To help this reduction, the employers 
wanted, where possible, to repudiate the unions, to declare 
‘open-shop,’ to employ ‘free’ non-union labour, and to revert 
to the principle of ‘freedom of contract,’ which has been said 
to ‘begin where equality of bargaining power ends, so that 


e Op. dt., p. 63. 
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it is unlikely to lead to economic justice. Naturally die 
unions objected; they seemed stronger than ever before; 
they would not surrender without a struggle, however ne¬ 
cessary wage reductions might be. Two strongly organised 
and determined organisations, both fighting for what they 
believed to be fundamental principles, were about to fly at 
each other's throats. 

First came the ‘Maritime Strike,’ though the name ‘is a 
misnomer; most of those engaged were not maritime workers, 
and the maritime dispute was only one case of a clash of 
ideologies which took practical shape in the series of strikes 
and lock-outs throughout Eastern Australia.’ 7 The trouble 
started when the Marine Officers' Association, which had 
been fonned in 1889, decided to affiliate with the Melbourne 
t rades Hall Council, when the shipowners disregarded the 

5w“S.- whlch 1 ? ie officers had made - The owners objected 
that this would undermine discipline. The Seamen’s Union 

fmm5L? me "*1 L demand *ng an eight-hour day and 

mproved renditions. The shipowners quickly raised a fight- 

OwnersA^ *? 0, .° 00 ' and . the chairman of the Steamship 

Stated ; ‘ We are determined to fight the 

aTnd to - "A” 5 th T gh0Ut Australia have signed 
a bond to stand by one another. ... We are a combined 

afoZ^‘-Sl’ dy '- and 1 believe that never before has such 

to test the respective stren ^ h of 

volver W Out’of n 2^ W sh S e ° (1 Uth W ,f les , the shearers were in- 
were ‘shearing £*2 ‘ In LV fSft 1 * *“ b !“ about «0 
Shearers’ Union declared thL Y ’ 189 ?’. th ® ^^mated 
enter ‘station aere^en^ f that " one of ** members would 
Sydney Trades and I* askcd the 
to co-operate and ‘to draw such^ 1 ^ the . maritime unions 

^traban coofi'e^ nta^ol 

i sEtt Au ’ it “ u * n p». 

the Silvtr «SSSSS^ : Jl g 1 g^ l gjPt r e in Australia, p. SOS. from 
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wool leaving it, unless shorn by union shearers.’ 9 Some pas- 
toralists had already begun to employ non-union labour, and 
the maritime unions agreed to help the shearers. 

On 16th August the great strike began. The officers 
walked off their ships and the crews walked with them; 
and the waterside workers, having already resolved not to 
handle ‘black’ wool, stopped work in support of the seamen. 
In September a ship manned by non-unionists put in to 
Newcastle for coal; but the miners refused to supply it, and 
said they would stand by the seamen. In September all the 
coal-miners came out on strike, followed in October by the 
men at Broken Hill. 

The temper on both sides grew harder. The shipowners 
had already announced that they intended to conduct their 
business ‘clear of these tyrannical labour organisations ; in 
September an intercolonial conference of employers reaffirmed 
the principle of freedom of contract, and resolved that it is 
desirable to encourage employers to join existing employers 
unions and form other unions where necessary for mutua 
protection and defence.’ On the labour side, defence com¬ 
mittees were organised; £37,000 was received in New Sou 
Wales and £35,000 in Victoria as ‘fighting funds. In bep- 
tember the 16,000 shearers working under 'union agree¬ 
ments’ ceased work; many were afterwards prosecuted un er 
the Masters and Servants Act, for breaking their contracts in 
doing so. 

Volunteer labour was organised; the fact that there was 
considerable unemployment meant that plenty was available. 
The Riot Act was read in Sydney when soldiers with artillery 
were sent to Bulli to assist the police in protecting non-union 
miners there. A fight took place on Circular Quay betw ^ e " 
union and non-union labour. Special police were enrolle 
in Melbourne. By the end of September, union funds were 
running out; next month the strike collapsed. ^ 

But the industrial troubles were not over. For the col¬ 
lapse of the Maritime Strike led many employers to con- 

Quoted, H. Heaton: Modern Economic History, p. 241. 
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sider the time opportune for further attempts to secure the 
acceptance of the principle of freedom of contract . . . that 
is ... to eliminate Trade Union intervention in agreements 
between individual employers and their employees. M0 And 
further attempts were made. 


First, the flour-millers in Victoria. Then the pastoralists; 
in 1891 they were determined to beat the shearers, who 
were described by the Chief Justice of New South Wales 
as a closely knit band of criminals with commissariat ar¬ 
rangements, firearms and ammunition devastating sparsely 
inhabited country, holding the few inhabitants in terror and 
compelling honest labourers to desist from work.’ 11 Non- 
unionists were sent out-back, and when trouble threatened 
in Queensland armed police, artillery and mounted infantry 
were despatched to the disaffected districts. Throughout the 
autumn the struggle went on. In May officials of the union 
at barcaldine were arrested and sentenced to three years’ 
imprisonment for conspiring ‘to induce others to depart from 
them hiring though the jury took three days to agree on 
the verdict of guilty; others were convicted of riot, seditious 

^Klled off and 1 • a$ A mbly • * 0t UntiI 

and Shca re r «*°TTn* and m ^ U ? USt the Pastor «dists’ Council 

to a ndVhT n t , agreed ( that ' the shall be free 

• h f hearer £ree to accept employment whe- 
belon ?' n g to shearers’ or other unions or not without 
our, molestation or intimidation on either side ’ ’ 

pany tore uo the arn-eemml , Now the com- 

for arbitration in the case of toured then ’ wWch P royided 

to substitute contracting or *** 

wished to enforce their a JL °ay labour. The men 

C d t„^ 

ieadcrsjvere tried for sedition 
” p . ^ 
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ber the men agreed to go back on the company’s terms. The 
1890 agreement had become merely a ‘scrap of paper/ and 
‘peace reigned on the Barrier for the ensuing decade.' 12 And 
so, too, throughout Australia, save for occasional trouble 
owing to low wages in the New South Wales coal mines, and 
a final conflict in the Queensland shearing sheds, where the 
owners again sought (with success) to change their exist¬ 
ing agreements with the men. 

12 B.H.P. Jubilee Review, June. 1835. p. 11. 

READING: 

Sutcliffe: Trade Unioniim In Australia, chs. i-v. 

B. Fitzpatrick: Short History of Labour Movement, chs. i-vl. 

British Empire In Australia, ch. vl, parts 11, 111 and lv. 
E. O. G. Shann: Economic History of Australia, ch. xvlil. 

T. A. Coghlan: Labour and Industry In Australia, part vl, chs. vl and vtl. 
V. Palmer: The Legend of the ‘NlneUes. 


CHAPTER XII: CRISIS 

After the defeat of labour, came the bank smash. Already 
the depression had begun; a decade of over-borrowing had 
ended. Drought and falling prices had hit the pastoralist 
hard; and, as was to happen again in 1928-9, the attempt 
to reduce costs and wages had precipitated a violent labour 
upheaval. The ‘land-boom’ could last only as long as the 
colonies could still borrow money from England. The bor¬ 
rowed money swelled, temporarily, the national income and 
governments did not worry about interest payments. The 
loans helped to increase government revenue, especially in 
Victoria, where the goods bought with the borrowed money 
paid heavy customs duties; and British depositors were still 
swelling the funds of the banks. 

By 1891 the confidence of British investors was waning. 
A crisis in the Argentine and the near failure of the great 
London house of Baring’s made them cautious. Stories of 
the industrial strife were not inducements to invest; and wool 
and metal prices were still falling. So in 1891, when Vic¬ 
toria tried to borrow £3,000,000 in London, she got less than 
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£2,000,000; Queensland fared worse and got only £300,000 
out of £2,500,000; New South Wales obtained barely half 
of her £4,500,000 loan, and South Australia only a third of 
her £1,250,000. 

The failure to borrow made it hard to pay overseas in¬ 
terest, for the banks were faced with a shortage of London 
funds. Credit had to be restricted. But advances on city 
land at inflated values could not all be repaid; and pastoral- 
ists overdrafts were likewise 'frozen.’ Trade was dull and 
unemployment rife. Between July, 1891, and August, 1892, 
forty-one land and finance companies in Melbourne and Syd¬ 
ney failed, with liabilities of £18,000,000, including £4,000,000 
owing to British depositors. In January, 1893, the first 
bank suspended parent, the Federal, which had been too 
closely connected with a building society, already bankrupt. 

, to A folIow ’ for a 'run’ developed on the 
ommemal Bankof Australia, which had £13,000,000 de- 

I ° v * r i f I ' 000 * 0 ? 0 j were withdrawn in three months; 

from othp \ 6 L-° ^ Cltber ^ rom *be Government or 
waTt^ rip^f’’ m ^ Pn payments were suspended. That 
dTmnnth ^ ^ ° ther banks ' and during 

temporarily**™* ^ ‘° C '° Se ' either P^anently or 

£rpt hh ^~ 

s , in “; !“"■ tor «™ Sm 

sas, sSsSS? B’F ~ - 

banks had subsequently to dose and ‘recon^i^ 
constructions usually provided for Mocki^“ ed 
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for seven or more years, and occasionally for the issue of 
inscribed stock. Interest was to be paid on these accounts, 
but in most cases it was reduced. Over £1,000,000 of capital 
and £4,000,000 of reserves were written off; £2,000,000 of 
new capital were called up, and another £4,000,000 were de¬ 
manded from shareholders out of their ‘reserved liability/ so 
that shareholders had to provide for losses totalling 
£11,500,000. 

In the whole of Australia only ten banks weathered the 
crisis; twenty-two suspended or failed. In Sydney, Sir 
George Dibbs, the Premier, passed emergency measures, in 
May, making bank notes legal tender for a year, and em¬ 
powering the Treasury to issue its own notes and lend them 
to the banks, up to half the amount of current accounts 
locked up by any bank suspension. The banks hesitated to 
use this proffered aid, but after the failure of the Commer¬ 
cial Bank of Sydney and three Queensland banks, Dibbs 
forced the survivors—the City Bank of Sydney, the Bank of 
New South Wales, and two English banks, the Union and 
the Bank of Australasia—to accept. This ended the crisis 
in Sydney, and allowed these banks to send their gold, no 
longer necessary in New South Wales, to other threatened 
points, and these last-named three were the only nation-wide 
institutions that remained open. 1 


Queensland, with a government policy of expansion, the 
stimulus of the mining discoveries, and the development °f the 
pastoral industry, had shared in the boom in the ’eighties; her 
public debt increased from £13,(XX),000 to nearly £30,000, 
in the decade, and there was much private investment and 
speculation. But, as in the southern colonies, the tide had 
to turn. Drought and then floods, the failure of overseas 
loans and the necessary restriction of bank credit, togeth 
with falling prices and industrial unrest, caused depressmn, 
the crisis came with the spread of banking failures firom 
other colonies. The main Queensland banks failed and had 


The others were the Ban* ol New Z ea£rtern*Austtaff^?nd*° wo 
Bank, the Bank of Adelaide, the Bank of Western usvoi . 

Tasmanian Banks. 
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to reconstruct; but the Government assisted them by issuing 
Treasury notes. 

Such was the crisis of the ’nineties—an inevitable result 
of a period of overinvestment, particularly in land, where 
much of the capital imported was not used directly in or in 
sustaining productive enterprises. It was made possible by 
the supply of English loans; but that is not to blame the 
English; the Australian borrowers were responsible for the 
misuse of their loan-funds. By 1889 the ‘malaise’ was ap¬ 
parent, and three years passed in great apprehension. Con¬ 
fidence was lacking; unemployment, falling prices, and 
adverse weather combined to make the depression more 
severe. But the final blow fell when the source of loans 
dried up, when British investors in their turn grew uneasy. 
Then nothing could stop the disaster, and the whole house 
of cards collapsed, reducing the cautious investor, as well as 
the speculator, to poverty. 

READING: 

*• 9' Shann: Economic History o i Australia, cha. xvil and xlx. 

G. L. Wood: Borrowing and Business In Australia, part ill. 

T. A. Coghlan: Labour and Industry In Australia, part vi, ch. ix. 

CHRONOLOGICAL TABLE. 

Widespread gold discoveries in New South Wales and Victoria. 
1854 —First Victorian railway—to Port Melbourne. 

‘Eureka’ riots on Ballarat goldfields. 

Hunter River Coal Miners' Union. 

1 855—Sydney to Parramatta railway. 

Responsible government in New South Wales. Victoria. 

Tasmania and South Australia. 

Poll-tax on Chinese on goldfields (Victoria). 

1856 —Responsible government in South Australia 
Builders’ eight-hour day in Melbourne. 

185 7 Manhood suffrage and vote by ballot in Victoria 
Iotttn * Real Pr«>P««y Act (South Australia). 

1858—Manhood suffrage and ballot in New South Wales. 

i _Telegraph opened between Sydney. Melbourne and Adelaide. 

Queensland a separate colony, and given responsibe govern- 
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1860— Copper at Wallaroo and Moonta (South Australia). 
Nicholson’s Land Act (Victoria). 

1861— Anti-Chinese riots, and regulation of Chinese immigrants 

(New South Wales). 

Crown Lands Alienation Act and Crown Lands Occupation 
Act (New South Wales). 

Protection and Anti-Immigration League founded (Victoria). 

1862— Duffy's Land Act (Victoria). 

First sugar plantation (Queensland). 

Coal-fields Regulation Act (New South Wales). 

1865— Grant's Land Act (Victoria). 

1866— Public Schools Act (New South Wales). 

1867— Protective tariff in Victoria. 

1871— Tin discovered at Mount Bischoff (Tasmania). 

1872— Transcontinental cable completed. 

Sir Hercules Robinson. Governor of New South Wales: "A 
vigorous policy of public works." 

1873— First Factory Act (Victoria). 

1874— 'Goyder's Line’ crossed in South Australia. 

Coal miners’ ten-hour day (New South Wales). 
Amalgamated Miners' Association of Victoria formed. 
Victorian and New South Wales Seamen’s Unions formed. 

1876— Amending Coal-fields Regulation Act (New South Wales). 

1877— Mines and Machinery Act (Victoria). 

Wolseley’s shearing machine patented. 

1879— First artesian bore, Killara (New South Wales). 

Roseworthy Agricultural College established (South Australia). 
First inter-colonial Trade Union Congress. 

1880— First cargo of frozen meat sent to London. 

Ned Kelly captured. 

1883— Discovery of silver at Broken Hill. 

Railway connexion between Sydney and Melbourne. 

Creation of Federal Council. 

1884— Victorian Railways' Commissioners appointed. 

Sydney Maritime Council formed. 

Invention of stripper-harvester by H. V. McKay. 

1885— Gold discovered at Kimberley (Western Australia). 
Silver-lead discovered at Mount Zeehan (Tasmania). 

Dookie Agricultural College established (Victoria). 
Formation of B.H.P. Company. . 

1886 — Discovery of gold and copper at Mount Lyell (Tasmania). 
Second Factory Act (Victoria). 
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1887' New South Wales Railways’ Commissioners appointed. 

1888— -Sydney-Brisbane railway. 

1889— Railway connexion between Brisbane and Adelaide. 

1890— Responsible government in Western Australia. 

Federation Conference. 

Great Maritime Strike. 

1891— Federal Convention in Sydney. 

Election of 35 Labour members to New South Wales Legis¬ 
lative Assembly. 

Shearers' strike. 

1892— Discovery of gold at Coolgardie (Western Australia). 
Lock-out at Broken Hill. 

1893— Bank smash. 

Shearers’ strike (Queensland). 



PART III—THE COMMONWEALTH 

CHAPTER XIII: RECONSTRUCTION 


By the end of 1893 the crisis was over, but depression 
remained. Gone for the time being was the era of quick 
development, financed by large overseas loans; progress 
would have to be slower, and economic life less hectic. To 
pay the interest on the sums borrowed during the 'eighties, 
exports would have to be increased—that is, the primary 
industries must develop. This development was made easier 
by the public works of the boom, for railways (and to a less 
extent irrigation) had opened up the country. Particularly in 
New South Wales and Victoria, the wheat lands were now 
more accessible, for wheat, a crop very bulky in preportion 
to its value, cannot be grown far from the railhead; and what 
land legislation had been unable to do for thirty years before 
1891, railways were able to do afterwards—that is, to set 
the wheat farmer on the land. Moreover, refrigeration had 
just made possible exports of dairy produce, so that, helped 
by wheat and butter, recovery was fairly rapid. At the same 
time, Federation brought customs unity to the country, which 
was no longer to be plagued by six internal tariff divisions, 
and secondary industry too. found, after 1900, that it was 
able to expand profitably. 

In New South Wales the government under George Reid 
took the lead in promoting recovery He earned out an 
important and long overdue reform of the fin f nc ' al ^ st "^ 
which was effected by estabhshmg an annual bud g e ‘’ a ™ 
by raising income and property taxes in order to J 
This reform was followed by an amending Land Act, passed 


George Held. 'n S^.lendJWS: 

mined to N S W. bar 1879. elected p ar ke3’ federation pro- 

^-=o a re,r lly paH,rMinuter ,KM: High Comm- 
sioner in London. 1910; died 1918^ 
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in order to increase rural settlement; for in the past thirty 
years, while urban population had increased from 160,000 to 
730,000, the country population had only risen from 190,000 
to 338,000, and there were only 40,000 country holdings. 
By the act of 1894 the squatter was given a long lease and 
left in possession of all land not actually needed for settle¬ 
ment, and when any land was ‘resumed' for non-pastoral 
uses, the squatter’s lease for the remainder of his land was 
extended for a period proportionate to the amount of land 
which had been withdrawn. Hitherto the pastoralist, with 
an uncertain title to his land, and fearing ejection at any 
minute to make room for the small settler, had been tempted 
to overstock his run and so destroy it; now with greater 
security this temptation was reduced. At the same time, vast 
tracts of land were not kept idle, waiting for settlers who did 

n °uu^ 0me 'r. anC ^ meanw hil e providing a breeding ground for 
rabbits But the selector could get land when he wanted it, 
even though under the act he was obliged to pay a rent and 
maintain a home for ever; actually this meant 1908, when 
the act was amended, and the selector received full freehold 
rights over his hand. Moreover, an Advances to Settlers Act 
was passed in 1899, and liberalised in 1902, providing for gov¬ 
ernment loans to settlers on fairly easy terms (up to £1,500 at 

ion^ PCr A Cent int f r « t * repayable to thirty-one years after 

wool a T- Ut 0{ th f e , measures ' P lus the railways, low 

wool prices and improved wheat farming technique the area 

1899l-T heat N r W S °“& ^ les doubIed between’l894 and 
1899—increasmg from 650,000 to 1,400,000 acres—and had 

by l 911 ' When lt vns more than three million 

38 000 om h y T / e ^^’SW.OOO bushels in 1891-was 

greater ,han that ° f •«* 

In Victoria Wheat-growing expanded too, though it had 
£en more 'mportant before 1893 than in New Somh Wales 
But now the railways and improved technique gave a further 
stimulus. The Mallee lands (of both vLoriTand South 
Australia) were conquered by 'rolling'—that is, by 'dragging 
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over the land with a team of oxen a heavy roller made from 
an old engine- boiler or tree-trunk. The snapped stems and 
foliage were then burned off and the “stump-jump” plough 
set to work among the mallee-roots that had not burned.’ 2 3 
William Farrer was at work on his researches to find a means 


of preventing rust, to which a slow-ripening wheat was so 
liable in the hot, dry Australian summer; and in 1902 ‘Federa¬ 
tion’ wheat crowned the success he had already won with 
'Bobs’ and ‘John Brown’ in the ’nineties. This wheat, says 
Shann, ‘literally changed the whole aspect of the Australian 
wheatfields. It makes a short-strawed crop, unattractive in 
the paddocks because of a bronze appearance quite unlike the 
golden harvest of tradition; but it won favour by sheer yield. 
. . . It wastes little of its time and strength on straw, but 
throws a moisture content that the sun drinks greedily from 
soil or leaf into heads well packed with translucent grain. . 

It was this variety which, as dramatically as Macarthur s 
merinos, laid the firm basis of a great exporting industry, in 
this case the high quality of the dry, white wheats of Aus¬ 
tralia.’ Moreover, the farmers, spurred on by falling yields 


and low prices, as well as expert advice, began to use super¬ 
phosphates. For a long time they were used very sparingly, 
but ' “dry farming,” taught by the stern necessity during the 
persistent drought of the ’nineties,’ was widely adopted, for 
the ‘fallow, repeatedly worked to give a firm level seed-bed 
covered w'ith a mulch of dry tilth, conserves for the crop 
plenty of nitrates and much of the previous year’s rainfall. 

Wheat acreage and total yield increased by 50 per cent in 
the last decade of the nineteenth century, and rapid progress 
continued after Federation, when yields per acre began agin 
to increase. Exports, which were 25,000,000 bushels in 1901, 
were more than 50,000,000 in 1913. when the total yield was 
103.000.000 bushels from 9,000.000 acres—compand with 

26,000.000 bushels from 3,000,000 acres in 1891. The first 
wheat-growing state was now New South Wales. South 


2 E. O. G. Shann: op. dt-, P- 344. 

3 Ibid., p. 34C-7. 



RECONSTRUCTION 


115 


Australia had dropped back; her acreage increased only by 
a third—to 2,200,000 acres—though her crop doubled be¬ 
tween 1891 and 1913, when she normally grew more than 
20,000,000 bushels. Victoria, too, progressed much more 
slowly than New South Wales, but in 1913 had 2,500,000 
acres under wheat, yielding 33,000,000 bushels, compared 
with just over 1,000,000 acres, yielding only 12,000,000 
bushels, in 1891. Western Australia was by now a wheat- 
growing state, and in 1913 grew 13,000,000 bushels from 
1,000,000 acres. 


The pastoralists suffered severely in the ’nineties; on the 
top of labour troubles and low prices came drought—eight 
successive dry years reduced the docks of New South Wales 
from 57,000,000 in 1894 to 27,000,000 in 1902; of Queens¬ 
land from 20,000,000 to 7,000,000; and of Victoria and South 
Australia from 20,000,000 to 15,000,000. Not until 1928 

tt Au T V 'l regai ? the 106 « 00 °>000 sheep she possessed in 
1894. But better breeding (or the survival of the fittest) 

im S r i°ono the 1 w l ooI > ,ield by nearly 33 per cent between 1891 

fu c,°r^ a ^ by 1914 ’ when the flocks had risen again from 
the 54,000 000 of 1902 to 90,000,000 head, the wool clip, 

a f. 30 P er ce f nt t higher prices, was 800,000,000 pounds 
and double that of 1902, though the best clip before the 
drought had been only 645,000,000 pounds. 

toralist °?h y , r te , r prices a c nd better >’ ieIds helped the pas- 
‘°„„' st ’ th . e development of refrigeration meant that frozen 

mutton and frozen beef could be sent abroad. Exports of 

tween'1901 and 191 Iatt £ r ™ re than doub ^ d be- 

n™.btred 5.000,000, compild Q ”™'n“ mo»X) 

J"* nt ? i and t , rans P 0rt in Australia. During the grim de- 
a p e , s f d - f ought-stricken ’nineties this industry shed a Ttron e 
and hopeful light, particularly in New South Wales and Vic^ 
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toria. After federation, the expansion continued, and the 
various governments took steps to provide education in dairy 
methods and to control quality by inspection. The following 
table shows the growth of production and export:— 

BUTTER PRODUCTION AND EXPORT (Million Lbs.). 

Production. 


Exports, 


Year. 

N.S.W. 

Victoria. 

Q'land. 

Australia. 

Australia 

1891 --- - 

18 

2 

2 

47 

4 

1901 --- - 

41 

40 

9 

102 

35 

1911 - - - - 

83 

86 

29 

212 

102 


If improved technique and refrigeration had made possible 
this expansion of rural industries, governments had lent their 
aid, either directly or indirectly. Railway building, after 
being cut down during the depression, was pushed on again 
vigorously after 1900. Victorian Mallee lines were extended; 
in New South Wales, besides additional branch lines, im¬ 
portant new main lines were built in the north, and an 
extensive programme of duplicating and improving the tracks 
of the southern and western lines was carried out. In 
Queensland the North Coast Railway Act, 1910, authorised 
a through line from Rockhampton to Cairns, via Townsville 
and Mackay, through the sugar-growing regions—a distance 
of 569 miles; and over 500 miles of the Great West Railway 
were also authorised. Work was begun on the trans-con¬ 
tinental railway by the Commonwealth Government in 191- 
—the 1,053 mile line across the desert from Kalgoorlieto 
Port Augusta, which was estimated to cost £4,000,000. 
Though the war caused a delay in building, it "^L°P e !3 ec * '[} 
1917, having actually cost more than £6,000,000. In all 
19,000 miles of line were opened between 1901 and 1916. 


Irrigation schemes, as well as railway building, appealed 
to the imagination of state politicians. The biggest project 
was that of the Burrinjuck Dam, on the Murrumbidgw. 
This was planned to supply water to 200 000 acres and th 
first areas were made available for settlers-mainly dairy 
farmers—in 1913. at Yanco and Mirrool; but in 1938 only 
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100,000 acres were being irrigated, and £9,500,000 had been 
spent on the scheme. In Victoria irrigation work was begun 
on the Upper Murray, Goulburn and Loddon rivers, as well 
as at Mildura; and in South Australia, at Renmark. In New 
South Wales, too, the government put down many artesian 
bores, and in 1912 adopted the policy of ‘shallow boring for 
settlers, by which the government supplied equipment and 
earned out approved boring operation for any settler, pay- 
ment being spread over five years. 


Governments also continued their policy of making land 
available for the small settler. As the crown lands that could 
be granted, freely or on easy terms, were filled up, repurchase 
and closer settlement became the order of the day. Queens- 
bnd was the pioneer—and her dairy industry on the Darling 
Downs, won from the pastoralists, was her reward; but her 

S °°P foIlowed othcr stat «. By 1914 over 
a ' res of P r ' vate > a nds had been acquired throughout 
i^ aa * a “ st of °ver £1 1,000,000, and 10,000 farmers 
were settled. These and other settlers were now able to get 
credit on easy terms from the state banks, following the 
example set by Western Australia in 1894, and quickly 
adopted by the other states. Once the settler had been put 

nort h J and ’ suppl ‘ ed w,th credit - water, and railway trans- 
, P ° rb h a e n . waa not forgotten; for the State Agricultural Col- 
rnSfo,,. f Experimental Farms undertook the extremely 

t’SSSSt ,h * 

By 1914 the great depression had been almost forgotten • 
droughts were a thing of the past; wool and whea^prices 
were nsmg and wool and wheat yields were increasing- re- 
l^eratmnhad increased Australia’s exportable produce’and 
federation had removed internal tariff barriers; with all these 
blessings no wonder politicians again waxed enthusiastic 

wat S M«TeH n gl0wmg . “I™ 15 ° f 1'mitless resources. All that 

were mmW Wa n Capita a ? d men t0 devel °P ‘hem. Both 
were coming. Overseas borrowing had begun again to 

ance public works. Immigration from Britain, mirabile 
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dictu, again was being assisted—that is, if the migrants could 
pass a dictation test. 4 At any rate, 300,000 jumped this 
hurdle between 1907 and 1914, of whom more than half were 
'assisted’; and the total population, after growing slowly from 
3,500,000 in 1895 to 4,000,000 in 1905, was almost 5,000,000 
in 1914. 

In Western Australia, newly granted self-government, the 
discovery of gold had brought a transformation. Alluvial 
gold had been found in the ’eighties in scattered places, but 
all regions of intense heat and prolonged drought—at South¬ 
ern Cross, half-way from Perth to Kalgoorlie, in the Mur¬ 
chison district, over 300 miles north-east of Perth, and 200 
miles inland from Geraldton, and in the north-west, at Pil- 
barra. In 1891 the Eastern Goldfields railway was author¬ 
ised—to Southern Cross; but before it reached the field Ford 
and Bayley, two prospectors, had pushed further east to 
Coolgardie, where they found gold in plenty. In September, 
1892, a rush thither began; 400 men won 3,000 ounces in a 
month. By the end of the year 4,500 diggers arrived; 5,000 
followed next year. Sensational finds were made; but the 
hardships of heat and inadequate water remained, despite 
the government construction by 1895 of dams and tanks 
holding over 13,000,000 gallons. 

In 1893 Hannan and Flannigan pushed on to Kalgoorlie, 
where the full wealth of the ‘Golden Mile’ was quickly found. 
Gold yield in Western Australia rose from over £1,000,000 
in 1896 to £6,000,000 in 1900; and the total gold output of 
Australia rose from £7,000,000 to £13,500,000. Population 
in the West grew from 40,000 to 180,000. In 1896 and 
1897 Western Australia was the only Australian colony to 
raise new loans in London for railways, harbour works, and 
water supply. In 1896 C. Y. O’Connor put forward a 
scheme to build a weir at Mundarring, in the Darling ranges 
near Perth, where the annual rainfall was forty inches; from 


4 In New South Wales in 1906. in Victoria in 1907. South A urtraU 
1911, Tasmania 1912. For the dictation test see below, p. 130. It was 
imposed to keep out coloured migrants, and was only in specia 
circumstances applied to British migrants. 
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there 5,000,000 gallons a day could be pumped along a 330 
miles pipe-line to the gold fields. The plan was adopted, 
and in 1902 the water reached Kalgoorlie, the cost being 
nearly £2, 000,000. 

As the gold rush declined, agriculture developed. In 1891 
only 64,000 acres were under crop. Liberal land laws en¬ 
couraged selection by ex-miners, and the Agricultural Bank, 
established in 1894, provided capital. Despite much specula¬ 
tion and the building up of large estates, 200,000 acres were 
being cultivated by 1900, and over 1,000,000 in 1911; the 
wheat yield of 775,000 bushels in 1901 had risen to 5,000,000 
bushels ten years later. 


By this time Australia was no longer composed of six 
colonies, but was a federated Commonwealth. When Earl 
Grey granted responsible government in the 'fifties, he had 
urged the creation of some form of federal government; but 
he was before his time. By the end of the century the position 
had changed. Now the colonies were linked by rail; indus¬ 
try, trade and labour all had federal organisations; and even 
the colonial governments had on occasions been able to put 
aside their jealousies and act together, particularly in matters 
of foreign policy. In 1881 an intercolonial convention dis¬ 
cussed the topic of Asiatic immigration; and two years later 
the various state governments met when the British Govern¬ 
ment repudiated the action of Queensland in annexing Eastern 
New Guinea. They declared that a Federal Union was desir¬ 
able; and after two years there emerged the Federal Council 
ot Australasia, composed of representatives of the state eov- 
ernments It met at Hobart; but it had no executive powers 
and New South Wales refused to join. In 1888 at the first 
Impend Conference, held at the time of Victoria^ 

sS'theV v n L a r rgUments of the Col °"iaI Premiers per¬ 
suaded the British Government to make a treaty with France 

oyer the New Hebrides. After this success, and the discus 

1^9 h qU M i0nS n f defe , nce at the Conference a report fn 

889, by Major-General Edwards on Australian defence 
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aroused interest and anxiety, and again stressed the need 
for a common policy. Immigration, defence, trade—these 
and other things were of nation-wide concern; and if defence 
in the ’nineties did not seem very urgent, the industrial and 
banking crisis raised economic problems, and made the peren¬ 
nial tariff question more acute. 

This problem had been pressing since Victoria’s first pro¬ 
tective tariff of 1867. At that time, to avoid customs houses 
on the border, New South Wales and Victoria made an 
agreement by which Victoria agreed to pay to New South 
Wales a fair share of the duty collected in Melbourne on 
goods going to the Riverina via the newly-built railway to 
the Murray at Echuca; in return New South Wales agreed 
to tax goods coming to the Riverina up the River Murray 
from South Australia. But this was as far as agreement 
ever got. Six colonial conferences met in ten years between 
1863 and 1873, but failed to agree on a common policy which 
might have got rid of customs barriers on the state borders. 
South Australia and Tasmania tried to force Victoria to 
reduce her tariff, first by mutual agreement, and then by the 
pressure of high ‘differential’ duties imposed on Victorian 
produce. Both these plans failed; for the Colonial Office 
forbade the granting by any colony of trade privileges which 
were inconsistent with British trade treaties. Not until 1873 
was the Australian Colonies’ Duties Act passed by the British 
Parliament, allowing the colonies to make reciprocal tariff 
agreements, notwithstanding any trade treaty which Britain 
herself had entered into, and which might have been con¬ 
strued to bind the whole Empire. 

Three years earlier the British Government had blessed 
the plan of an Australian Customs Union, which would not 
have involved differential duties, but would have made 
trade between the states free. But British blessing did not 
solve the colonies’ differences, while Victoria stood stub¬ 
bornly for Protection, and New South Wales as obstinately 
for Free Trade. By 1873 increases in the Victorian tariff 
and reductions in that of New South Wales made it profit- 
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able to send goods from Melbourne to the Riverina in bond 
(duty free), and smuggle them back to Victoria; so Vic¬ 
toria was compelled to establish customs houses along the 
Murray; the 1867 ‘treaty’ was denounced, and both colonies 
embarked on a policy of cutting railway rates to attract the 
Riverina trade. At Albury, in 1876, Sir Hercules Robinson, 
Governor of New' South Wales, complained of this provincial¬ 
ism. ‘The policy of railway extensions has been almost solely 
one of isolation, directed mainly to the object of securing, 
by one device or another, for the rival capitals, as much of 
the traffic of the country as possible. ... It is to the interest 
of the country at large that the traffic should flow through its 
natural and most economical channels, and any attempt to 
divert its course by restrictions or artificial regulations is 
simply a waste of wealth and power and a common loss.’ 
But local politicians paid no heed, and next year Victoria 
imposed heavy duties on the transfer of livestock over the 
Murray. 


The economic crisis showed the wastefulness of this policy. 
The lean years gave Australia serious call to set her house 
in order; and ‘in regard to the tariff a modus vivendi became 
possible through the acknowledged necessity of developing 
the intercolonial trade.’ 5 The colonies had been able to agree 
on a common immigration policy—why not something more? 


Sir Henry Parkes, of New South Wales, set the ball roll- 

h ! S JZ mo " s s P eech in favour of federation at Tenter- 
held in 1889. For ten years the campaign went on. Two 

^inventions, in 1891 and 1897-8, two referenda, in 1898 and 

1899, were necessary. Finally the Australian constitution 

w^lth°TA ted a r A greed t0 ' and in 1900 the Common¬ 
wealth of Australia Act was passed by the Imperial Parlia- 

• A twill* 


federatlGI ? debates had mainly concerned two ques- 
tions—one constitutional, on the composition and powers of 

Honf 221* 1 thC ° ther economic * concerning the financial rela- 
ons betw een states and Commonwealth, involving the tariff, 

8 w. Harrison Moore, quoted by B. Fltxpatrlclc: op. cit.. p. SSS. 
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the control of rivers passing through two or more states, and 
differential railway rates. From the first it was agreed that 
trade between the federated colonies should be free, and that 
the Federal Government should have control of the tariff. 
But New South Wales feared this meant giving up her policy 
of Free Trade, and her Premier, Reid, compared her position 
to that of a sober man entering into a partnership with six 
drunkards. 

The question of fiscal policy was complicated by the fact 
that most of the states depended on their customs revenue to 
balance their budgets; under federation this revenue would 
go to the Commonwealth, who would have to make good the 
states’ loss by paying them a subsidy. Great argument was 
expended on what was a fair rate of subsidy. Finally the 
question was settled—the Commonwealth would pay the 
states three-quarters of its customs revenue for ten years. 

The powers of the Commonwealth were limited by the 
constitution, and all matters not specifically granted to the 
Commonwealth remained in the hands of the states. Com¬ 
monwealth laws were supreme in their sphere of subject- 
matter; otherwise, with very few exceptions, the powers of 
the states were not limited. There were a few matters laid 
down in the constitution in which exclusive powers were 
given to the Commonwealth—for example, the imposition of 
customs and excise duties, the control of external affairs, of 
defence and of coining money; otherwise the states could 
legislate on matters in which the Commonwealth also had 
legislative power, though in this case, if the laws conflicted, 
those of the Commonwealth would prevail. 

The Commonwealth had no control over industry, except 
insofar as it was concerned with interstate trade, and none 
over social services. Later there would be a demand for 
greater powers. Over interstate trade the Commonwealth 
had exclusive powers and the states nothing; they could 
impose neither duty nor bounty; the Commonwealth could 
even forbid unreasonable differential railway rates. But the 
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Commonwealth, in turn, was limited by clause 92—that trade 
between the states should be free. No legislation could run 
counter to this clause, as the framers of marketing schemes 
would find in the future. The Commonwealth had powers 
to deal with industrial disputes; but only if they extended 
beyond the limits of one state, otherwise they were the con¬ 
cern of the states only; this became a matter of considerable 
importance when the Commonwealth Arbitration Court was 
established. But federation was a great step in the direction 
of national unity; it made many national problems very much 
easier to tackle; and thus empowered (though limited) the 
Commonwealth of Australia began its official existence on 
New Year’s Day, 1901. 

READING: 

E. O. G. Shann: Economic History of Australia, chs. xv, xix and xx. 

Cambridge History of the British Empire, vol. vii, chs. xv and xvi. 

T. A. Coghlan: Labour and Industry In Australia, vol. iv, part vii. ch. x. 

H. V. Evatt: Australian Labour Leader, ch. xi. 


CHAPTER XIV: POLITICS 

In 1890 Labour had fought a great industrial battle and 
had lost. The crushing of the strikes caused union leaders 
to turn from industrial to political action. ‘The rule that 
I rades Unionism must steer clear of politics was a golden 
rule when there was so much work to be done within our 
present industrial envirornnent,’ said the Labour Defence 
Committee, after the maritime strike. ‘But that time is 
drawmg to an end, and ere we can radically improve theiot 
of the worker we must secure a substantial representation in 

r a n r ^ a , me f nt * . And n . ot on . 1 y would the party seek legislative 
benefits for the worker, it would also try and prevent the 

weapons of the state—police, military forces andpena! laws 

stn JX US For°th *°h' the CapitaUst in the industrial 
niggle. For the conviction was widespread in labour 
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circles that the strikers had not been beaten in fair 
fight, and that only the intervention of the governments, in 
their endeavours to maintain law and order, had brought vic¬ 
tory to the employers. 

Particularly strong was this feeling in Queensland, where 
the repression of the shearers in 1891 and again in 1894 had 
been very severe. But in Queensland, paradoxically, the 
Parliamentary Labour party suffered through its own 
strength. It quickly became the official opposition in the 
Legislative Assembly, but it could not win a majority; it 
could neither make nor influence policy, and the only im¬ 
portant social legislation to be passed was the Factory and 
Shops Act of 1900 which made Saturday a compulsory half 
holiday—the first legal recognition of this in Australia. 

Very different was the record in New South Wales, where 
greater industrial development made labour legislation the 
more necessary, but where little indeed had been passed. 
Here Labour Electoral Leagues were formed in 1891 under 
the guidance of the parliamentary committee of the Trades 
and Labour Council, with the object of bringing ‘all electors 
who are in favour of democratic and progressive legislation 
under one banner,’ and ‘to secure for the wealth producers 
such legislation as will advance their interests.' So success¬ 
ful was the League that thirty-six Labour members were 
returned to Parliament at the 1891 elections, giving the party 
a balance of power in the Legislative Assembly. 

‘Support in return for concessions’ was the policy to be 
followed in parliament; but this had its difficulties. For to 
be effective, the party had to be disciplined; it had to vote 
solidly on important questions, and this it could not do. 
Some of its members were Protectionists and others Free 
Traders; and they found it impossible to forget their fiscal 
views. The Conference of Labour Leagues might decide that 
the party would support a Government only if it would enact 
‘a good portion’ of the party platform; but in practice pro¬ 
tectionist Labour men found it hard to vote against Dibbs 
Protectionist Ministry. Finally, the advocates of solidarity 
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were successful, and at the 1894 elections members of the 

party pledged themselves to vote according to the decision 

of the majority of the party on all questions affecting either 

the principles of the party platform or the fate of the Govern¬ 
ment. 1 


But the winning of this pledge involved the weakening of 
the party. Of the original thirty-six, only four remained, 
and at the next elections only fifteen out of severity-eight 
Labour candidates were successful. This meant the loss of the 
balance of power; but next year there was another election 
owing to the rejection of several important Government bills 
by the Upper House, and this time Labour won eighteen 
seats, and held the balance once more. 


For four more years the party kept the Reid Government 
in office, and the legislative record is impressive from the 
Labour point of view. Taxes were imposed on land and 
incomes; the Electoral Act was amended, reducing the period 
ot residence required in a constituency to qualify for a vote-— 
to the advantage of the migratory labourer, shearing or on 
public works; the mining regulations were tightened up, and 

L ma *jnium nine-hour day imposed; the restrictions on 
immigrant Chinese were extended to all coloured races; im- 

A PUrC fo °!? s P rovision s were contained in a Public 
Health Act; arid finally a Factory and Shops Act was passed 

though amended by the Upper House, enforcing the protec¬ 
tion of employees from dangerous machinery, and fixing the 
permissible hours for the employment of children in factories. 

Even so, Labour was not entirely satisfied. The Legisla¬ 
tive Council had been hostile; it had lengthened the maxi- 
mum mining working day from eight to nine hours and had 
amended the Factory Act to the detriment of Labour; it had 
so amended a Navigation Bill that it was withdrawn; and it 
had summanly rejected bills for the early closing of shoos for 
probate d uties, and for compulsory arbitration* in industrial 

1 *°^the•**“*««* of . 

leged classes*’, but these *2.-81 on 
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disputes. 2 3 It was true that these set-backs were not the fault 
of the Premier; but some of the Labour members thought he 
could have taken a stronger stand with the Upper House if 
he had so desired; they complained that he was too easily 
put off by opposition; in short, that better results could be 
obtained from the Opposition. So in 1899 Labour voted 
against Reid, and put Sir William Lyne in his place. And 
Lyne fulfilled his promises. An amending Navigation Act 
was now passed, as well as an act for the early closing of 
shops—at 6.0 p.m. on four days a week, 10.0 p.m. on one day, 
and 1.0 p.m. on the other. Death duties, payable from tht 
property of deceased persons, were increased—up to ten per 
cent on estates of £100,000. A scheme for paying compen¬ 
sation for injuries in mining accidents was introduced, and 
the mines’ regulations further amended. A Truck Act 
(against the payment of wages in goods) and a Coal Lump¬ 
ers’ Act swelled the total of legislation, and finally old age 
pensions were introduced, beginning, by an odd coincidence, 
in the same month as the next general election, in 1901. In 
this year an outbreak of bubonic plague drew attention to the 
filthiness of the docks, so an independent Harbour Trust was 
established to control the wharves and foreshores, and at the 
same time the municipal government of Sydney was reformed. 
In the new parliament, elected in 1901, the party situation 
was unchanged. To satisfy Labour, increased advances (up 
to £1,500 instead of £200) to country settlers were per¬ 
mitted, and the policy of closer settlement adopted. But 
after the 1904 election the old Free Traders and Protection¬ 
ists coalesced, and Labour went officially into opposition, 
where it could influence policy less. 

In no other state did the Labour party so early gain such 
influence; but this is not to say that no social legislation 
was passed. Nineteenth century liberalism and radicalism 
still survived, and by 1900 all the states but Tasmania had 


2 See below, pp. 127-9. 

3 See above, p. 117. 
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Factory Acts, 4 and Western Australia and South Australia, 
as well as New South Wales, early closing acts. 5 But of 
greater interest and importance than these are the beginnings 
of industrial arbitration. 

The strikes of 1890 and 1891 had brought home to the 
community the importance of maintaining industrial peace. 
At first both labour and the employers were hostile to the 
idea of compulsory arbitration; but gradually their opinions 
changed. The defeats on the one hand, and the Pyrrhic vic¬ 
tories on the other, had done their work; the middle classes, 
too, realised the inconveniences and losses involved in a 
major industrial dispute. T think citizens have the right to 
include strikes and lock-outs as one of the evils the state 

ought to protect them against,' said Kingston, the South Aus¬ 
tralian radical. 

He was the pioneer; he introduced his Arbitration Bill— 
p cll ! ded the . id f* ° f compulsion—into the South Aus- 

tr ^l an T? ar 1 ? nent m 189 ^* It: took * our years to pass ; mean- 

in ™ 92 > and New Zealand in 1894, 
had led the way. The New South Wales Act was but a pool? 

thmg it set up an arbitration court lacking power to com¬ 
pel attendance or enforce its decisions; it expired in three 

Sishefr^K 1901 Wa t the arbitration system genuinely 
’ *° SU , bstIt , Ute the method s of reason, arbitration. 

The'cmwt'nf w J ^Tl n t-° r the methods of brute force.'* 
t he Court of Industrial Arbitration, with a Supreme Court 

Judge as president, and two assistants representing the work- 

mfne’ n H emP . 0ym | d ^ SeS ' Was establishe d to 'heafand deter- 
2“ d ‘ S P“ e K 5 - S ‘ rikes and '^-outs were forbidden until 
the case had been heard and an award given; then the terms 

nl com ^ had t0 be ° beyed in the industry, but there was 
no compu lsion to give or accept work on fee terms. 

AUStr ‘ Ua ' "•* South Wo,os, I8OT: SouUl Auslrau> 

H ' V * ® vatt: Au£2En n i2b?uf L4adSf'p A5 i34. 8 May> 19 ° 0, quoted ln 
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This was the first effective arbitration court to be set up 
in Australia. New Zealand had had her court since 1894, 
but Kingston's proposals in South Australia had been so 
amended as to be virtually inoperative, as was the first New 
South Wales court. In 1896 Victoria adopted a different 
system—that of wages boards. Under the Factory Act of 
that year six boards were established, consisting of an equal 
number of employers and employees, with an independent 
chairman; and these boards were given power to fix wages, 
hours and conditions of labour. The boards were at first 
successful, and their use quickly spread, not only in Victoria, 
but also in other states, which copied them soon after. 7 


But the Arbitration Courts held their own. Western Aus¬ 
tralia established a court in 1900; South Australia and 
Queensland in 1912 added court systems to their boards, 
which gradually became less important. In New South Wales 
several changes were made. The original act had worked 
badly. It applied only to organised labour; there was great 
congestion in the court; disputes were sometimes deliber¬ 
ately manufactured in order to obtain an award, for an indus¬ 
trial dispute was essential for the jurisdiction of the court, 
and the court had no power to make a 'common rule’ through¬ 
out an industry. So in 1908 trade boards were established, 
with power to fix minimum wages in a particular industry, 
but the court was retained to hear appeals, as well as to deal 
with industries where no board existed. 


Meanwhile, the memory of the great strikes and the in¬ 
terest in arbitration in the ’nineties had had its effect on t e 
Commonwealth constitution. The Federal Government ha 
been given power by the constitution to make laws with re¬ 
spect to conciliation and arbitration for the prevention and 
settlement of trade disputes extending beyond the limits ot 
any one state,’ and in 1904 the Commonwealth Arbitration 

Court was established. 

It is probably true that this array of courts and boards 


7 South Au.tr.ll. in 1903-4; NSW. in 1008; T.am.nla in 1910: Quc«n. 
land in 1909. 
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reduced industrial strife to some extent, though it cannot he 
said that it brought complete industrial peace; there was not 
a ‘new province of law and order,’ despite the introduction 
during the 1909 New South Wales coal strike of heavy pen¬ 
alties for breach of awards. 8 

But if industrial peace was not secured, something else 
was—the basic wage. When the Victorian wages boards 
were set up, they were instructed to fix wages not less than 
those paid by ‘reputable employers.’ In 1905 Judge Heydon, 
of the New South Wales Court, said it was his aim to ensure 
that ‘every worker, however humble, shall receive enough to 
enable him to lead a human life, to marry and bring up a 
family and maintain them and himself with at any rate some 
small degree of comfort.’ What did these vague words mean? 

In 1907 the ‘Harvester judgment’ in the federal court applied 
a standard. 


This judgment was the outcome of the policy of the ‘New 
Protection’, whose keynote was that excise duties were to be 
imposed on manufactured goods, but exemption certificates 
would be granted if the manufacturer paid a wage considered 
fair and reasonable’ by the Commonwealth Arbitration Court. 
Mr. Justice Higgins declared that this must be sufficient to 
satisfy the normal needs of an average employee, regarded as 
a human being in a civilised country’; food, clothing, shelter 

«/?/A Uga co T' fort ,'Y ere .included—and this required at least 
£2/2/0 a week in Victoria in 1907. 

ti 5 C ^ igh Court dedared d 'e 'New Protection' 
^constitutional; the states, not the Commonwealth, were to 

te ' ndustnal conditions, and customs and excise duties 

Ainhe sam^.l ‘T° WIth the ob j ect of such regulation, 
h was the ltd’ 6 b ? s , ,C , Wage remained. In all Federal awards 
n ill 7!“^ below which the court would not go; and 

So. ih 2 a H . ,‘ bunals of Queensland, Western Austria and 

:U" bad “ ” ■“» -*n 

wS?th!£|. Viotori * n *°^A U ent U 'to °oiS 
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The policy of the Federal Labour party received several 
other setbacks from the High Court during the early years of 
the Commonwealth. A Trade Marks Act of 1905, provid¬ 
ing protection for the 'union label,’ a stamp giving special 
recognition and advantages for articles produced wholly by 
trade union labour, was declared invalid; an attempt to con¬ 
trol monopolies was stopped, except in foreign and inter¬ 
state trade; and a Seaman's Compensation Act was also nulli¬ 
fied insofar as it applied to ‘intra-state’ as well as ‘inter¬ 
state’ shipping. Attempts to amend the constitution by a 
referendum to secure power for the Commonwealth to deal 
with all trade and commerce, monopolies, labour, employment 
and industrial disputes were rejected, to the satisfaction of 
the New South Wales party, who feared that the conces¬ 
sions won in that state might be withdrawn by a conserva¬ 
tive Commonwealth if the powers were transferred. Never¬ 
theless, the Labour party, holding the balance of power in 
the Federal Parliament, as it had in New South Wales, 
secured many of its cherished measures; and after the non- 
Labour parties coalesced in 1908, it was only two years until 
Labour won a resounding victory at the polls, and took office 
itself. 

The first success had been with immigration and the ‘White 
Australia Policy.’ The Immigration Restriction Act, passed 
in 1901, gave power to exclude any immigrant who could 
not pass a dictation test in any prescribed European language 
—which might even, when occasion demanded, be Gaelic. 
The Kanakas were to be repatriated from Queensland, and 
the sugar industry protected by bounty. Even white ininu- 
grants, bound ‘under a contract to perform manual labour in 
the Commonwealth,’ were excluded, unless certified to pos¬ 
sess ‘special technical skill.’ Parochial perhaps; but ‘coloured 
aliens were not nice people to be seen in the lonely bush ot 
Australia,’ and the ‘Italian is not civilised in the ordinary 
sense . . . with a knife in his hand and a razor in his pocket. 

9 Commonwealth Parliamentary Debates, quoted Cambridge History ot 
the British Empire, vol. vii. pp. 501-2. 
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In 1908 the tariff went up, for the ‘New Protection’ could 
not stand the ‘wishy-washy half-and-half tariff’ imposed in 
1902; even when the ‘New Protection’ went out, the higher 
duties remained, for high duties enabled manufacturers to 
charge higher prices and so to pay higher wages, without 
being undersold by imports. In 1908, too, before Labour 
threw out the Deakin Government, old age and invalid pen¬ 
sions were introduced. 

In 1910 the new Labour Government pressed on with the 
Labour programme. The Federal Land Tax of 1910 was 
designed to break up big estates. In 1911 the Common¬ 
wealth Bank was established, not as a central bank to manage 
credit for the benefit of the community, but to compete with 
the private profit-making banks ‘whose gradual extinction 
. . . would follow as a matter of course’—a first instalment 
of socialism. In 1911 the principle of workers* compensation 
was applied to seamen, and in 1913 a Navigation Act ‘pro¬ 
tected Australian coastal shipping and improved seamen’s 
conditions. 10 

In the states also Labour had its successes, and in 1915 
was in office in every state except Victoria. It had done 
best in New South Wales, where it had been in office since 
1910, and, besides passing social legislation, it had extended 
the number of state-owned enterprises—coal mines, brick 
works, metal quarries, monier pipe and reinforced concrete 
works, trawling and baking. It had also been planned to 
found a state iron and steel works, but this was abandoned 
when the Broken Hill Proprietary Co. (B.H.P.) announced 
that it intended to build works at Newcastle. 11 

The rapid growth of the political Labour party was quite 
fJl rp J’ lsl Y n /', even to some of its own supporters. In 1908 

• J A, .T H ? lman * of the New South Wales ^our party had 

before b ° Ur m ? S \ St, £ T ak f a very subst antial advance 
^ n ^ntrol a Federal majority, and it was looked 

upon (si c) ... as quite conceivable . . . that some years of 

10 1M4-191b! d,d n0t COme ,nto operatlon until after the Great War, 

11 See p. 133. 
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barren opposition might be lying ahead of it.’ 12 Yet, two 
years later, it had won an overwhelming triumph. 

Part of the success was probably due to the growth of 
industry and mining, with a corresponding increase of Trades 
Union membership; but only part; for though Australia 
had been advancing industrially for half a century, the 
growth had halted after the crisis in the ’nineties and was 
only slowly recovering. In 1891 thirty-one per cent of bread¬ 
winners were employed in industry, 13 but in 1901 only 
twenty-six per cent, and even in 1911 only twenty-eight per 
cent, while just over thirty per cent were engaged in primary 
production during the whole period, 1891-1911, so that the 
latter was still the more important. That the number of 
factories and those employed in factories was increasing as 
the population grew, particularly in Victoria and New South 
Wales, is shown by the following table:— 


NUMBERS EMPLOYED IN FACTORIES—VICTORIA AND 

NEW SOUTH WALES. 

Ymt .... 1861 1871 1881 1881 1*01 1*11 

Victoria— 

No. of factories. 631 — 2,488 3,141 8,24ft 

No*. imployod in factor!** — 20.000 — 68.000 66.000 112.000 

Now South Wale*— 

No. of factoric. 601 - 2.961 8.066 8.867 6.039 

Nos. employed in factoric. - 13.600 - 61.000 66.000 109.000 

All the same Australian industry was stilly chiefly ‘domestic, 
tied to primary production and consumers’ immediate needs, 
specialising in clothing, food and drink, agricultural ma¬ 
chinery, wood-work, vehicles and fittings, saddlery, books an 
printing. In 1914 there were only 330,000 employed in fac¬ 
tories in the whole of Australia, out of a population of near y 
five millions; and though factory production was worm 
£166,000,000, pastoral and agricultural production was worm 

more than £200,000,000. 


12 

13 


Quoted, H. V. Evatt: op. cit.. p. 221. 

Earlier figures are not available, 
xxvli. ff, 278-9 and 386-7. 


See B. Fitzpatrick, op. cit.. PP 
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Mining advanced rapidly, reducing Australia’s dependence 
on rural industries, and building up a large wage-earning 
class. Gold was still the most important mineral. After a 
slow decline for thirty years after 1858, output again began 
to increase after 1888, thanks to a revival in Victoria and, 
far more important, the great finds in Western Australia. 
By 1893 output was worth £6,000,000, and, ten years later 
more than £16,000.000, though by 1914 it had dropped to 
£9,000,000, and the number of gold miners had fallen from 
70,000 to 30,000. More than half this production came from 
the West, more than one-fifth from Victoria, and one-sixth 
from Queensland. 


«^ e ^ UtpUt> mainJy from Broken HU1 * averaged about 
tJ.UOU.UOO a year, and remained remarkably steady. Copper 

output increased considerably after 1896, as Queensland (with 
fields at Cloncurry and Mount Morgan) replaced South Aus¬ 
tralia as the chief producer—from 48,000 tons in 1901 (abou* 
eight per cent of world output) to 57,000 tons in 1912 (five 
P* r Cent ° f ™ orld out Put). The output of tin nearly doubled 

in boTh 1 0^ der T°5 S / nd u War ’ ° wing t0 great ^P^sion 
in both Queensland (at Herberton) and Tasmania (Mount 

ft Broken ml aftei ; 190 .° zmc was extracted on a large scale 
at Broken Hill so that the output of 50,000 tons in 1899 was 

raised to over 500,000 tons^worth £1,500,000) in 1912. 

ira " ‘I* fUtUre WaS the devdo P m ent of the 

iron and coal fields. Iron-mining was quite new to Aik. 

ralia, and began on a considerable scale when C. H Hoskins 

In l^ ed thl h r ir ° n ‘ WOrks , at Lith * ow (N.S.W.) in 1907. 
on the Comn } onwe alth Government granted a bounty 

3ta?STBHp St rn made K r ° m Australian °re, and shortly 
An«fraiu *ji ' 9 0m P an y began to work the valuable South 

use in smelting 

Rill *i In - C (South Australia) the output of the Broken 

% sst^ss.% r st : 

opened in 1915 . (N.S.W.), where therr works were 
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Railways, a growing export trade, and industrial develop¬ 
ment stimulated the coal industry also; output, which had 
been only 4,000,000 tons in 1891, was 7,000,000 in 1901, and 
12,000,000 in 1913. Five-sixths of this output came from 
New South Wales, though Queensland, Victoria and West¬ 
ern Australia were trying to develop their somewhat limited 
resources, owing to fear of interstate supplies being inter¬ 
rupted by industrial disputes. Total output was worth nearly 
£5,000,000, and exports (including ships’ bunker coal) were 
worth £2,000,000 in 1912, when 22,000 persons were em¬ 
ployed in coal-mining, and 18,000 of them in New South 
Wales. 

With these developments in industry and mining, trade 
union membership grew rapidly. After the strikes in the 
’nineties, when Labour seemed beaten, and industry was 
depressed, only about 50,000 retained their union mem ^L 
ship; but by 1901 there were 97,000 union members, 147,000 
in 1906, 345,000 in 1911 and over 500.000 when war came 
in 1914; and this growth was assisted by the practice of the 
various Arbitration Courts, which dealt with organised labour 

only. 

It was no wonder, then, that the political Labour party 
grew at the same time. But, even so, they would have been 
helpless minorities in all parliaments, had they not obtained 
widespread support outside the union movement, and out¬ 
side the ranks of the proletariat. Admittedly the political 
Labour party was well organised and well disciplined; but 
no amount of organisation and discipline can make up for 
lack of numbers, as was shown in Victoria, where the survival 
of an active Liberal party prevented Labour gaining the extra 

recruits it needed. 

Elsewhere Labour had gained substantial outside support, 
so that it was able to win elections and hold office. The 
reason was that the party’s policy was moderate and prac¬ 
tical There was no doctrinaire socialism, except in Queens¬ 
land, where William Lane persuaded the party to declare, in 
1891, that ‘the competitive system is destructive, pernicious 
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and altogether evil, and must be replaced by a social system 
. . . which can only be reached by working together each for 
all and all for each’; but two years later Lane went to seek 
his Utopia not in Queensland but in Paraguay. Henceforth 
Queensland Labour, like that of other states, adhered to a 
programme drawn in large part from that of the earlier Lib¬ 
erals and Radicals—the completion of political democracy by 
abolishing plural voting and Upper Houses, a reformist in¬ 
dustrial policy, including hours, wages and factory regula¬ 
tion, arbitration, white Australia and the restriction of 
foreign immigration, taxes on land and incomes, navigation 
laws and old age pensions—all projects with a wide electoral 
appeal. The party was very circumspect regarding socialism, 
and the objective, adopted in 1905, read:—‘The securing of 
full results of their industry to all producers, by the collective 
ownership of monopolies, and the extension of the industrial 
and economic functions of the State,’ which meant, where 
possible, state competition with private enterprise, to keep 
down profits, and where this was not possible because of 
monopoly, then the monopoly should be nationalised. 


A crusade against monopolies is always popular; it is not 

a r^ d il *; as a P articu,arl y g° od cry in Australia 
in 1900 Geography and the tariff made the building of 

trusts relatively easy, and collective bargaining favoured em¬ 
ployers organisations as much as Trade Unions. A coal 
vend at Newcastle had been formed in the ’seventies, and 
again in the nineties, though neither lived long. But in 1906 
a successfid agreement was made, fixing price and output 
ior ail members, giving higher prices and profits. These 

I^ n0t ^ CeSsive; ! )Ut a real grievance arose from the 
agreement between the Vend’ and the shipping combine 

ho^ l, ^l d f been , f °T ed in 1901 ' The ‘after billed competi- 

buddhf/hV r ^ teS: U raised freights and f arM, while 
cT r r d . b6tter steame rs; it enabled the payment 

of high dividends, the accumulation of big reserves, and the 

watering of capital. The price of coal in Victoria ro“ from 

10/6 a ton m 1905 to 15/5 in 1910; in South Australia from 
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11/9 to 17/- a ton. Thus the shipping combine, by high 
freights, minimised the advantages of interstate free trade, 
long before the passing of the Navigation Act improving 
working conditions for seamen, and not until 1916 did the 
Commonwealth buy its own ships to compete with the com¬ 
bine. 

Other important monopolies were organised in jam, to¬ 
bacco, and sugar. The Colonial Sugar Refining Company, 
formed in 1854, first obtained control of the refining process 
by killing or absorbing all rivals; then it extended its opera¬ 
tions to cane-crushing. In 1911-1912 its affairs were inves¬ 
tigated by a Royal Commission, which reported that, while 
the company was highly efficient, it had committed injustice 
by paying low prices to the grower and charging high prices 
from the consumer. In 1906 the Australian Industries Pre¬ 
servation Act attempted to prevent such monopolies, but it 
was a dead letter, and a proposal to amend the constitution 
so that they might be nationalised was rejected. 

So by 1914 free enterprise in the Australian economy was 
no longer unfettered. On the one hand, it might be said 
that ‘if any man or group of men is permitted to establish 
a monopoly in a single necessity of life, to that extent that 
man is monarch of the community, and as free independent 
citizens of Australia we deny that we have struggled away 
from the tyranny of the old regime, that we have fought our 
way out of the old military institutions of the colony, that 
we have overthrown the Dictatorship of Downing Street and 
established self-governing and constitutional institutions here, 
in order to subject ourselves again to unrestricted and un¬ 
fettered tyranny of an economic mastership such as the mono¬ 
polists would be able to impose on us.’ M On the other hand, 
Government was controlling hours, wages and conditions of 
labour, intervening in industrial disputes, imposing customs 
duties, as well as acting as monopolist itself in many important 
spheres of the economy. Liberal and Labour Governments 

Premier of N.S.W.. quoted by 


14 Speech of W. A. Holman. Labour 
H. V. Evatt, op. dt., P- 186. 
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had made many adjustments between workers, employers and 
taxpayers, and the principle was recognised that, while in¬ 
dustrial capital investment should be protected and assisted, 
industry in return should pay attention to the working con¬ 
ditions and standard of life of its labour force. 

READING: 

E. O. G. Shann: Economic Hiatory of Australia, chs. xxi and xxii. 

B. Fitzpatrick: British Empire in Australia, chs. vt and vli. 

Cambridge History of British Empire, vol. vii, ch. xvii. 

H. V. Evatt: Australian Labour Leader, espec. chs. iv, v. xvi-xvlii. 
xx-xxii, xxix-xlvll. 

L. F. Crisp: The Australian Federal Labour Party, 1901-51. 


CHAPTER XV: WAR 


In 1914 the growth of Australian prosperity was modified 
by the outbreak of war. Australia had not then the indus¬ 
trial resources she possessed twenty-five years later; her 
economic contribution would consist mainly in supplying food 
and certain important raw materials to her allies. Further, 
she depended on overseas markets for the sale of her primary 
products, on overseas supplies of manufactured goods and 
on overseas supplies of capital, and overseas trade was in¬ 
terrupted, if not cut off. Hence readjustments had to be 
made. 


The first problem was financial. The states were already 
committed to a heavy programme of public works to be 
financed by overseas loans; Great Britain now refused to lend 
money except for war purposes. The states might have cut 
down their works programmes, but they feared unemploy- 

£100000nno aCt ^T"t g t K. war state debts f ose by 
ilUU,000,000, and little of this money was spent on war 

works. Ordinary development went on; the idea of total war 
was not yet known. 

This borrowing except in the case of New South Wales 
as done through the Commonwealth. Co- ODerarinn urac 
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necessary if the loans were to be successful, for the Com¬ 
monwealth Government was raising loans also, for war pur¬ 
poses. Up to June, 1919, only £46,000,000 of war expendi¬ 
ture was paid out of revenue; loans of £194,000,000 were 
raised in Australia, and £92,000,000 were borrowed in Lon¬ 
don. 

Naturally such borrowings strained the resources of the 
Australian loan market; in fact, they would have been impos¬ 
sible had not a policy of inflation been adopted at the same 
time. The note issue of the Treasury rose from £9,500,000 
in 1914 to £32,000,000 in 1915, and £52,000,000 in 1918. 
Gold reserves (which were legally obligatory up to 25 per 
cent of the value of the notes) expanded at the same time; 
for gold was still being mined and its export was prohibited; 
but gold sovereigns went out of circulation, and the banks 
accepted notes as full legal tender. 

This expansion of the note issue made the raising of loans 
easier, but it also led to a rise in prices. By June, 1915, 
wholesale prices had increased by 40 per cent above the level 
of the previous year and, though they then became steadier, 
by 1918 the increase was 68 per cent; retail prices rose 47 
per cent during the war. Part of the sharp rise in 1915 was 
due to the drought of that year; part was due to higher costs 
of imports due to the rise in shipping freights and overseas 
prices; but the inflationary policy of the government must 
bear the major share of the blame. 

Attempts were made to control prices, first through the 
states, and later, in 1916. by the Commonwealth Price Fixing 
Commissioner. This policy had slight success, for the rise 
was due not to profiteering, as was commonly alleged, but to 
the inflation caused by an unsound financial policy. 

The rise in prices had a bad effect on the industrial situa- 
tion also, for by reducing real wages it caused unrest. Not 
that this was the only cause of strikes, particularly in 191o 
and 1917. In the former year there was a major coal strike 
for an eight-hour day ‘bank-to-bank’—that is, eight hours 
from the time the first person enters the mine till the last 
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person leaves it; in 1917 a fairly general strike, involving 
miners, seamen, waterside workers and transport employees, 
started owing to the introduction of a ‘time-card' system, 
alleged to be ‘speeding-up/ in the New South Wales Railway 
workshops, at the same time as the waterside workers were 
striving for increased wages and better conditions. 

The general strain of war-time and the pinch of higher 
prices had added to them psychological reactions which in¬ 
creased discontent. There was the intense bitterness of the 
campaigns to introduce conscription for overseas service, and 
continued allegations of profiteering against employers. Mr. 
Fisher, Prime Minister, in 1914, had promised that Aus¬ 
tralia would help Britain to the ‘last man and the last shill¬ 
ing'; the conscription referenda had demanded ‘the last man,’ 
but there seemed reluctance to take the ‘last shilling/ War 
loans were raised—at five per cent; but taxation was raised 
slowly. Succession duties were imposed at the outbreak of 
war, but only in one year did they raise £1,000,000, for the 
rate ranged only from one per cent on estates of £1000 to a 
maximum of fifteen per cent on estates over £71,000. Federal 
income ta^oUowed in 1915, which raised only moderate 
sums £4,000,000 in 1915-16, rising to £10,000,000 in 1918- 
as prices and incomes rose. Entertainments tax, war 
postege, and a war-time profits tax (taking three-quarters of 

e 2 C “ S ° f te " per cent on “P'^) increased 
e ' But , not untl1 after ‘he war did Common- 
weak h revenue exceed £30.000,000, of which two-thirds came 

h^fvn T 3 d “ tlCS ' WhiC ^ llke a " indirect taxation, fell most 
bS while mCOmeS - is inscription of wealth; 

in ion ^?wJ*. sed t er taxes P er head horn £3/11/4 

only from £4/14/0 to £6/15/3 / 8 ’ AUS ‘ ralia inCr<aSed h ' rS 

fr °m the need to raise money to pay for her war 

Setin^he^ 5 ^^ was , faced a difficult problem in 

^re eone " pr ° duCe ’ f ° r her continen ^ markets 

_ g > and sapping was scarce. At the outbreak of 

1 Se* H. V. Evatt: Australian Labour Leader, ch. 11 . 
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war embargoes had been placed on the export of several 
commodities, except to Great Britain or under licence. In 
February, 1915, the British Government bought, for the dura¬ 
tion, the whole available supply of beef and mutton. As 
regards wool, at first Great Britain had wanted only cross¬ 
bred wool for uniforms, and the embargo temporarily placed 
on the export of merino was withdrawn. During 1915 merino 
wool was exported fairly freely to allied and neutral coun¬ 
tries, but in February 1916 the embargo was re-imposed, 
and in November the British Government bought the whole 
Australian clip for the remainder of the war, at 15^ pence 
per pound—fifty-five per cent more than pre-war prices. 
Wool was paid for on the appraisement system by a Central 
Wool Committee. Some wool was resold at a profit on the 
open market, and in 1920 the Committee distributed over 
£7,000,000 among the growers, thus giving a five per cent 
bonus (over the guaranteed price of 15£ pence) on all wool 
appraised. 


The disposal of Australian wheat was complicated by the 
shipping shortage, for wheat is a very bulky commodity. 
The crop of 1914-15 was a failure owing to drought, and no 
surplus for export was available. Next year the crop was a 
record—14,500,000 acres yielded 170,000,000 bushels. Com¬ 
plicated negotiations for its sale and transport followed, 
which were only successful owing to the expected failure of 
the North American crop. An Australian wheat pool was 
established to supervise the marketing of wheat, and made 
advances to growers pending sale. In November, 1916, Mr. 
Hughes was able to persuade the British Government, which 
feared a shortage, to buy the whole 1915-16 crop, and to 

undertake responsibility for its transport. ^ 

and 1919 the Australian wheat pool sold 447,000,000 bushels 

at an average price of nearly 4/- a bushel. 

But as the war went on the shipping shortage became 
extremely acute. Much wheat—partly the property of the 

British Government—was held up through the sl ^ a ^ 
was attacked by mice and weevils. As Professor Scott points 
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out, ‘mice are gifted with a fecundity fully equal to that of 
any of the pests which figured among the plagues of Egypt. 
The female (mus musculus) is capable of producing a family 
of four to eight within twenty-one days, and can repeat this 
maternal operation every six weeks. The conditions in the 
wheat areas in 1916-17 were exciting for mice, which ap¬ 
peared literally in millions-In June . . . thirteen tons of 

mice were destroyed in three days at eight Victorian railway 

JjSPSg ™ here 1™“ had h^ 11 stacked—the highest was 
168,000 mice at Lascelles. 2 


of Mr S ;' ! heat other purposes, had been one 
Af, gh . • a,ms dunn e his visit to England in 

fWn/r ?! ng m V T n t0 P er5uade the British Shipping 
Control Committee to release ships for Australia, he decided 

to buy a fleet of Commonwealth steamers, and thus inddent- 

ally carry out a long cherished aim of the Labour party So 

oM W "iS PS bought for £ 2 , 000 , 000 , vessels years 
old without pretensions to smartness or beauty of line’ 

aIo n gt y d“hf°an“ 7 ^f e ^ A "to dash 

ong at eight and a half if there were need for hurrying P 

Fr ^" n S *J e the venture was entirely successful 
freights had soared, and bv 1919 chine u*/ => ut -<-essiui. 

than they had cost-orofits !„ io,o , P ^ earned more 
£\ 000 000 —anri tk* 5 • alone were more than 

ping Trade ^hl'timtV° f - the ship- 

on F t ™ builT'th^^nr the - t ? ommon «; eal til Government went 

estimated 1 d 1 at'local^producers OStS u‘ gh En g land - * was 

ton. This was possible thr SavC . several pounds a 

steelworks at N^stfe * ° pCn . mg ° f the BHP * 

been product b^^kL p *1*° S °T ,ron and steel had 

Wales, who aided b^? ? r0t ^ rs ; at L ^hgow, New South 
-no, aided by a bounty from the Commonwealth 

! I- W? tt: AUStralU 1,16 War (v °l* xi of the 'Official Hlrfory', 

4 VSJSSSFJSLSPJ:^ op - c,t "*• «»• 

Lln « Wia aold StaKL uIts Wer * not *° happy, and by U28 the 
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Government, turned out 75,000 tons of pig iron in 1914. 
But B.H.P. held a lease of iron deposits at Iron Knob and 
Iron Monarch, in South Australia. In 1912, when the New 
South Wales Government proposed to establish a state steel 
works, B.H.P. suggested that it would establish a works at 
Newcastle, New South Wales, close to the coal-fields, whither 
it would bring the ore mined in South Australia. An agree¬ 
ment was made with the New South Wales Government, 
and on a site on the Newcastle waterfront, reclaimed from 
mangrove swamp, the steel works arose—a blast furnace, 
coke ovens, basic open hearth steel furnaces, a blooming and 
rail and structural mill. On the ninth of March, 1915, the 
blast furnace was blown in, and in 1919 the output of pig 
iron in Australia was 332,000 tons. 


The metal industries were expanded also, as might be 
expected in war-time. The government was anxious to free 
the metal industry from foreign—especially German—con¬ 
trol. In September, 1915, the Australian metal exchange 
was established to control exports. In the same year the 
Broken Hill Associated Smelters Proprietary was established, 
a co-operative institution for smelting silver and lead ores, 
capable of an annual output of 200,000 tons of pig lead and 
5,000,000 ounces of silver. In 1916, to treat zinc concen¬ 
trates, the Electrolytic Zinc Company was founded, and in¬ 
stalled works at Risdon, Tasmania, using hydro-electric 
power under contract with the Tasmanian Government. An 
agreement was made with the British Government to sell a 

minimum of 

the war and ten years thereafter, at a price between £30 and 

£40 a ton. This agreement cost Great 

the market price of zinc fell after the war, and by 1929 the 

excess paid by the British Government was n ^ rl 7 £ £,000,J°~ 
An electrolytic refining plant for copper was esteblished 
Port Kembla (N.S.W.), and in 1918 the productmn of w 
fined lead copper and zinc in Australia was 210,000 tons 
more than double the pre-war output. The ou^oUo d 
declined from a value of £9.000,000 in 1913 to £5,500.000 in 
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1918, as the result of rising costs, a fixed price, and pro¬ 
hibition of export. 

The expansion of other manufactures was limited by the 
difficulty of obtaining machinery; consequently the shortage 
of civilian goods became acute. But the average value of 
manufactured goods, allowing for higher prices, was thirty- 
three per cent greater in the years 1921-4 than in 1911-13, 
and the value of agricultured and dairy produce was over 
twenty-five per cent higher; on the other hand, mining was 
thirty-three per cent lower, and pasture sixteen per cent 
°wer. Population increased by 507,000 between 1913 and 
1918, reaching 5,380,000; the number of employees in fac¬ 
tories rose from 337,000 to 376,000. 

Australia emerged from the war with manufactures stimu¬ 
lated, and the powers of the Commonwealth Government 
increased; on the other hand burdened with a high cost of 
living and heavy debts. The next decade would see the 
struggle for adjustment, a struggle which, for good or ill, 
was markedly influenced by the reaction which developed 
against government interference in economic life which 
however necessary in war-time, was, after the war, regarded 

PYrPccnm 1 o M 


READING: 


, History oI British Empire. v« 
Offlelal History of Australia In the Wa 
During the War. book til. 


vll, ch. xix. sec. 111 . 

vol. xl; E. Scott: Australia 


CHAPTER XVI: PROSPERITY 
f J h V var over » Australia was informed by her politicians 

as? 

7 s ° me , tlrnfs ^own as the Treaty^of Versailles'^ 
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as of the small, such as Nicaragua, Portugal and Paraguay. 
More materially, she found that she had lost nearly 60,000 
men, killed, and had suffered 160,000 other casualties; she 
had incurred a war debt of £92,000,000 in Great Britain 
and £250,000,000 in Australia 1 ; she found that her wheat 
was worth about 9/- a bushel in 1919, and 7/6 in 1920, and 
her wool was worth 2/- a pound; and that there were over 
160,000 soldiers returning in 1919 who had to be re-absorbed 
into civil life. Mr. Hughes, Prime Minister, promised a new 
and better world. ‘Australia is safe,’ he said, ‘and liberty 
is now assured to us and all men . . . we turn now from 


war to peace. . . . Victory is ours, but the price of victory is 
heavy. . . . Upon the foundations of victory we would build 
the new temple of our choice.’ 2 

This temple, as might be expected at such a time, was to 
be an imperial one. Migrants were to be assisted from 
Great Britain to the Dominions, where they would help to 
fill up the ‘open spaces’ and to develop the ‘inexhaustible 
resources' that loomed so large in the imagination of the 
time. A century earlier, Wakefield had put forward his 
theory of colonisation, based on land sales at a ‘sufficient 
price.’ Now, there was little land to sell, at any price; but 
the new imperial policy had its theory, and its slogan— 


‘men, money, markets.’ 

First, men to migrate to the Dominions; for, said Mr. 
Amery, the Dominions Secretary, oblivious to such mundane 
matters as birth and death rates, not to mention resources, ‘if 
the United States have grown in the last century from five 
millions to a hundred millions, there is no reason why, in 
the coming century, we should not grow to a population of 
two hundred to three hundred millions of white people in the 


Empire.’ 3 . 

The great undeveloped resources needed capital to develop 
them. Hence the need of money; and migration was linked 


1 This include* three 'peace loam* mainly for^^nditur^ arising out 
of the war. which were floated after h°*UUUw had ^ased. 

2 Speech on the Peace Treaty. Commonwealth Parliament. 10th sept.. 

3 Quoted. W. K. Hancock: Survey o l Britlth Commonwealth Affair*, vol. 
II, part 1. p. 149. 
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with loans. First, by the Empire Settlement Act of 1922, 
the British Government promised to lend up to £3,000,000 
a year, for fifteen years, to the Dominions, to promote Empire 
Settlement, and re-distribute the white population of the 
Empire, whose prosperity and vitality would thus be in¬ 
creased. Then in 1925, following an agreement about pas¬ 
sage fares, the ‘£34,000,000 Agreement’ was made between 
Great Britain and the Australian Commonwealth; and the 
two Governments promised to lend not more than £34,000,000 
to the states, over a period of ten years, for approved schemes 
of development. In return, the states guaranteed to settle 
one assisted immigrant for every £75 received. Thus, it was 
hoped, within the ten years, 450,000 British migrants would 

Mi/rn n r Austnh ^ In 1926 - the Development and 
Migration Commission was set up in Australia, to consider 

and approve schemes under the Agreement. 

, J^L p ! an worked untiI 1929 ■ Between 1921 and 1929, 
immigrants arrived in Australia, of whom 212,000 
were assisted, approximately half the number planned though 
some optimists had hoped for even more-100,000 « 

was the airy estimate of Sir Granville Ryrie, Australian High 
Commissioner in London, in 1927. Not all the projects 
were as costly as Group Settlement in Western Australia 

2 000 !" S r Cad ^kr 1 ? f ,00 ° farmers at a c ost of £6,000,000* 

mpn? TJ b ,she ^ for i9 >°W.000*. But the Develop- 
" M,grat,on . Commission found difficulty in approv- 

and ° nIy £ ?: 850 - 000 was authorised to be s^nt 

aTd ne ^r„tr e ,i 

resources was^ot hddWk 0verseas - Development of 

Hon (300,000 acres-two-^hirds 3 ' n a v1ct ( o^°f ‘"‘f' 

ment, soldier settlement—all thee. V j t0r,a)> closer settle- 

ou Th^c h osf re r en, ^ siasm;{were carried 
fijuresfcr so°ldiTand el^r^tdememfor this peHod:-" g 

<»nd Serf*). ********* ' e * D- Qordon Taylor In Peopling of Auitralla 



COSTS OF RURAL SETTLEMENT. 1919-29. 

Total 

Year N.S.W. Victoria Queensland S. Aos. W. Aus. Tasmania (Aust.) 
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The British Economic Mission of 1928 found ‘an area laid 
out for an irrigation scheme without a preliminary soil sur¬ 
vey to make sure of the suitability of the ground for the 
purposes for which the irrigation has been provided’; and 
after the Hume Weir on the Murray was half completed, the 
Murray River Advisory Committee was entrusted ‘with the 
by no means easy task of advising on the question to what 
purposes the new areas of land, which will be made irrigable 
by means of the Hume Reservoir, can be profitably put, hav¬ 
ing regard to the difficulty of disposing of the produce from 
the irrigation areas already existing, and on the extent to 
which any projects which may fairly be anticipated from the 
new irrigable areas will outweigh the loss which must be 
occasioned by the submerging of the valuable land already 
m use above the site of the Hume Reservoir.’ But wliat 
matter the use of the land? Australia now had the fifth 
largest dam in the world! 


The same carefree abandon marked the Soldier Settle¬ 
ment and Closer Settlement Schemes. Granted that the for¬ 
mer was a debt of honour, nearly £50,000,000 was advanced 
to soldier settlers under circumstances in which an expen¬ 
se* 1 practical farmer could not make a living. No wonder 
that of the 37,000 settled, one-third quickly left their hold¬ 
ings, and that by 1928 (before the depression) half the money 
advanced had to be written off as lost. For clearing ex¬ 
penses, interest payments, the cost of farming requisites, 
fluctuating rainfall, falling prices and blocks too small to 
support a family even under favourable conditions, all com- 

the situation of many soldier settlers an im- 


Neither men nor money were lacking in the prosperous 
twenties. But what of the third element in imperial develop- 

^i marketS? ? mcn settled and °Pened up the ‘inex- 

oTd^ b TVeS OUr r. ° f th< i COU ? try ’ could their products be 
sold. T here indeed was the rub. The Dominions suggested 

ment^a* n cT^Fi t riafj'ckf "o p. "cl t ^pp. 409-W.”” dUC to Sold,er Set U«* 
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Imperial Preference in the British market; and by Imperial 
Preference they meant protection against foreign producers. 
Their politicians pointed to the preference granted to British 
products by their tariffs; and they demanded reciprocity. 
But the English, foolish people, wanted a ‘free breakfast 
table’; and although they granted a preference on wine and 
sugar and dried fruits, they were reluctant to do more. Con¬ 
sequently Australian exporters had to sell wool and wheat 
and meat and butter on the British and world markets with¬ 
out preference, and without protection against any economic 
blizzards that might blow. 

For a time they did not blow too hard. In fact the world 
price of wool and wheat brought a pleasant and stimulating 
breeze—too pleasant, too stimulating. Wheat acreage, over 
12,000,000 in 1915, though only 6,500,000 in 1919, rose to 
15,000,000 in 1929, and yields, allowing for seasonal fluctua¬ 
tions, tended upward. But perversely the price tended 
downward—6/8, 6/4, 5/7, 5/6, 4/10 to 5/- in 1929, and 
much worse was to come in the depression. This fall might 
have given governments and farmers food for thought—but 
it didn’t; cultivation continued to spread to ‘marginal’ areas. 

Nor was the pastoralist—staunch individualist, without the 
‘fostering care of governments’—much wiser. With the 
price for greasy wool fluctuating about 20 pence a pound, 
the future looked rosy. The number of sheep grew from 
82,000,000 in 1920 to 110,000,000 ten years later-half in 
New South Wales and a quarter in Queensland; Victorian 
grazing land carrying one sheep to the acre was sold for £8 
an acre in 1928-9, when a reasonable figure would have been 
about £2/10/0, so that when wool prices fell, the grazier 
was in difficulties. Nor was he able to rely on beef and 
mutton to extricate him; for apart from foreign competition, 
and the preference for chilled rather than frozen meat, the 
droughts in the ’twenties had compelled the slaughtering ot 

herds. 

There were other rural industries—dairying, sugar, fruit 
_where boom conditions stimulated output; for example a 
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butter price of over 2/6 a pound in 1920, and a sugar price 
of £30 a ton. The average annual production of butter rose 
from 180,000,000 pounds in 1912-16 to 269,000,000 be¬ 
tween 1923-8; that of sugar from 207,000 tons in 1910 to 
over half a million in 1930, and sugar exports, negligible until 
1924, were 200,000 tons in 1929. 


This development of sugar, like that of dried and canned 
fruits, was made possible largely by protection; without 
government fostering care’ these industries would have been 
but puny specimens (a good thing too, according to the die¬ 
hard Free Trader). The sugar scheme had started as a 
bounty on sugar grown with white labour, plus a tariff on 
imported sugar, grown by black labour. During the war, 
the world price of sugar soared; but that of Australian sugar 
was kept down; the Federal Government bought the whole 
crop, and sold it and the necessary imports at cost price. In 
tjus way the Australian consumer obtained his sugar below 
the world price, although with increasing costs and higher 
wages, the Australian price gradually rose. 


After 1923 the situation was reversed. Australia now had 

it U rnnM SUg ? r L° ; but , world P rices had Men. so that 

the resru? 11 \ ^ S *° d f at a OSS> The E overn ™ent came to 
the rescue. Imports of sugar were prohibited, and the sugar 

UmtThL'rnlw 1 ed ch f rge a high P rice in Australia,^) 

overseas. For 

^ a ’ a 192S ,' 6, flfty " six P er cent ‘he crop was con¬ 
sumed in Australia, the price being 127 per ton - forty-four 

per cent was exported (mainly to England, vh^re Enipire 
mn ga in reC r ed 3 ^.Preference) and sold at7l 1/6/O a 

a ton and h the Ver h B H Pr,Ce ‘° the sugar g ro "’er was fl9/i0/0 
a ton, and the subsidy on exports, paid by the consumer in 

high home prices, was f2,175,000-which was very good fo 


Pfl T he trick was worl «ed with butter in 1926 bv the 

the "me '*5 put the P roducer in exactly 

same position with regard to the Australian-consumed 
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part of his production as would automatically obtain if there 
were no exportable surplus produced.’ It didn’t; as regards 
the ‘Australian-consumed part of production’ it put him bet¬ 
ter. Method—an import duty on butter of sixpence a pound, 
and a levy of one penny halfpenny per pound on all butter 
to create a fund from which could be distributed a bounty 
of three pence per pound on butter exported; so by a high- 
home price, exports were subsidised, at a cost, in 1929, of 
about fourpence per pound of butter consumed at home, or 
£3,000,000 per year. 

Dried fruits received the same treatment, with this dif¬ 
ference : that as the proportion of crop exported was greater, 
the home price had to be all the greater too, to compensate 
for losses on exports. Sultanas, for example, cost £57 a ton 
in Victoria in 1929, to give an average return to the grower 
of £42, when the British price (although in this case there 
was a preference 6 ) was £37/10/0. Thus the Australian 
consumer paid £15 a ton extra, to give a subsidy on exports 
of £4/10/0. This cost £250,000 a year; and to grow these 
dried fruits, and fresh fruits, Australian governments were 
spending huge sums on irrigation works! Had everyone 
gone mad? 

Not mad; they were merely over-optimistic. During the 
boom period of past-war prices, when the future looked rosy, 
excessive expansion had taken place. The growers, with 
their markets falling, had to be protected, if the Australian 
standard of living was to be maintained. And this was still 
sacrosanct, both in primary and secondary industry. So the 
tariff gre\v, on primary produce as well as on manufactures. 
This was not altogether a bad tiling, though it caused prob¬ 
lems enough. The conclusion of the Tariff Enquiry Com¬ 
mittee in 1929, was 7 :— 

‘The tariff imposes heavy costs, but there are com¬ 
pensations. Australian resources in relation to population 


6 

7 


See above, p. 148- 

The Australian Tariff: An Economic Enquiry <M.U.P.. 


1929): PP- 3-5 
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are sufficient at present to carry without distress any net 
burden there may be. 

We estimate that Australian products which are pro¬ 
tected cost £36,000,000 more than the same goods could 
be imported for, duty free. 

Protected manufactured goods cost about £26,000,000 
more than free imports, and protected primary products 
about £10,000,000. 

. of this cost are to increase the number of 

industries and the volume of production which cannot sub¬ 
sist without the tariff or other assistance. 

Owing to the quality of our uncultivated land and the 
effect of increased exports on the market, we are satisfied 
that the same average income for the same population 
could not have been obtained without protection. 

The diversion of production to the protected industries 
has increased the diversity of occupations and of oppor¬ 
tunities, and introduced more stability into the national 
income than if it had been more dependent on the seasons 
and the vagaries of overseas markets/ 


i u ? doubted that the tariff stimulated manufactures; 
but that is not to say that most of them would not have 
developed had protection been absent. Half the national 
income of 1929 came from sheltered industries, that is from 

f° Se ™, ra “ ne h l the,r very nature from overseas competi- 
t on, and though not all sheltered industries are manufac¬ 
tures, a great many are. Between 1908-12 and 1924-9 the 
value of manufactured production increased by 71 per cent 
after allow,ng for the rise in prices, though total production 
y increased by 30 per cent; manufacturing production 

"L? 3 ^' rd of total Production, instead of a quarter as 
it had been twenty years before. 

Was it efficient? Estimates are difficult to make* hut 
most careful analysis suggests the answer, ‘NoHe™ ' Com 
paring the periods 1908-12 and 1924-9 we '• a 

tralia the average value added per employee increa^d onjby 
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about 2.6 per cent, whilst the capital increased nearly 20 per 
cent, and horse power over 100 per cent; whereas in the 
United States between 1914 and 1923 an increase of only 17 
per cent in horse power per employee led to 26 per cent 
greater output per employee. 

Why the inefficiency? Opinions differed widely in 1930. 
Some said, ‘the arbitration court’; others, ‘capitalists,’ and 
left it at that. Both answers were used as propaganda. But 
considering the matter seriously, one should mention the com¬ 
paratively small (though increasing) amount of power used, 
particularly electrical power—less than half the horse power 
per worker employed in the United States—and the small 
(though growing) size of many factories. But many indus¬ 
tries were efficient and were developing, particularly iron 
and steel, clothing, furniture and vehicles, including the mak¬ 
ing of motor bodies. 

Unlike manufacturing and primary industry, mining was 
decaying. Wasting natural resources, rising costs and fall¬ 
ing prices were the cause. Coal, silver, gold, copper, zinc, 
tin—it was (excepting iron) all the same story, sooner or 
later. To revive mining, costs had to be reduced. The 
same thing was necessary in manufacturing and primary 
industry. The tariff, high freights, high wages, high interest 
charges—all were a burden on Australian enterprise, a bur¬ 
den which could be borne easily when prices of primary pro¬ 
ducts were high, not so easily once these prices began to fall. 
Exports had fallen in quantity, though the decline was con¬ 
cealed by price movements, from about £14/10/0 a head 
between 1910-12 to £11/10/0 a head between 1925-8 (at 
1901 prices) ; the balance of trade was adverse; heavy over¬ 
seas borrowings were necessary to pay current obligations 
in London. Mr. Bruce, Prime Minister from 1922-1929, no 
longer spoke of the great resources of Australia, which i 
brought to full development, would probably solve most of 
the economic problems that face the world,’ nor did he reply 
to 'those who oppose foreign borrowing’ that it was not pos¬ 
sible for us to be content with an increase in our population 
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based upon past figures—figures which show that our per¬ 
centage increase of population is the greatest in the world 
with the exception of New Zealand. ... It is necessary for 
us to open up and populate this great continent at a very 
much more rapid rate.’ These were the words of 1927— 
enthusiastic, optimistic, may one say, a trifle foolish ? 

By 1929 the situation had changed; Mr. Bruce now 
sounded a warning note. ‘The prices of our staple com¬ 
modities—wool and wheat—have recently declined,’ he said, 
i ne sale of the surplus products of our other primary indus¬ 
tries has become unprofitable, and the position of our second¬ 
ary industries is becoming more and more difficult. The 
cumulative effect of all these things is discernible in the 
growth of unemployment. ... We must take up immediately 
the task of setting our house in order by reducing costs of 
production. Mr. Bruce had got his men, and he had got his 
?°", ey ;. but he had ”f / g ot his markets. ‘Men, money, mar- 

co^ d e J r r eSt ,° f ^ hese Was lackin S’ and without them 

costs had to be reduced. 


READING: 

AnrS^^crfcan S AAustralia, ch. vlli. 

W N k"h 5S ! k Ec ° nomlc Su C ^ey o£ Au3t C ralln nd S ° C ' al ScIenCC ' Vo1 * 158 ‘ 

i. ch. H Ul. OCk ' Survey ol British Commonwealth o l Nations, vol. 11. part 

The Peopling of Australia. Second Series 
The Australian Tariff, an economic Inquiry. 


CHAPTER XVII: DEPRESSION 

The history of the depression of 1929-19^ ie 

ways Similar ,o that of 'he ’nineties Like hs ^t o^ 

ss:=ilEISP 

tenals costs are outside the control of the bminess’-man ;The 



154 


THE ECONOMIC DEVELOPMENT OF AUSTRALIA 


burdens of the tariff, pervading all industry, are a matter 
for the government rather than the individual. But wages 
can be cut, though in Australia at the end of the ’twenties 
this involved the consent of the various Arbitration tri¬ 
bunals. 


These institutions had had a somewhat chequered history 
in their quarter century existence. No longer were they 
regarded as the great achievement of Australia, and although 
they retained mass support (as was shown by the 1929 elec¬ 
tion) in some quarters faith was waning. Workers criticised 
them when wages were reduced, employers when they were 
not; for twenty-five years they had been battered by judges, 
by politicians, by industrialists and by workers, each in turn. 

First, in the early days of the Commonwealth Court, the 
High Court had strictly limited its powers. It had no power 
to make a common rule, binding on a whole industry; its 
awards covered only the parties to a particular dispute. Again 
the Commonwealth Court only had power to intervene in 
an interstate dispute, and the High Court defined somewhat 
restrictively what an interstate dispute was. 1 As a result 
of these two limitations, there arose the confusion of dual 
control. Some workers in an industry would be working 
under a federal award, some under a state award; disputants 
competed between state and federal authorities for a more 
favourable award; disputes were manufactured in order to 
bring a particular industry, or part of it, under a favourable 
award, and so forth. Added to these drawbacks, there were 
defects arising from the nature of arbitration—the legal atmo¬ 
sphere, the delays and the costs. In all a complicated sys¬ 
tem, unsatisfactory in many ways, tending occasionally to 
create, if more often to assuage, industrial unrest. 

Politicians had several times interfered with the working 
of this system. They tried to amend the constitution to gain 
greater powers for the Commonwealth Court in order to end 


1 •Sympathetic* disputes could be dealt with by t* 1 ® 

Court, but they had to be 'genuine.* ci. Commonwealth Law Repo 
vol. 18. p 224. and vol. 42. pp. 558 and 352. 
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the overlapping between federal and state systems. But the 
proposed amendments were rejected in 1910, 1913, 1919, 
and 1926. 

More important, they interfered directly to settle disputes, 
over-riding the Arbitration Court. For example in 1916, 
in a coal strike for an eight-hour day, Mr. Justice Higgins 
refused to consider the dispute in the Arbitration Court, un¬ 
less the men would go back to work on the old conditions 
pending his making a new award. ‘I shall certainly not go 
on with the arbitration with my hands tied, and my hands 
would be tied if the men are getting by direct action what 
they are asking me for/ said Mr. Justice Higgins. But Mr. 
Hughes, Prime Minister, wanted to end the strike; a special 
tribunal was appointed to settle the dispute; the men's de¬ 
mands were granted, and the owners permitted to compen¬ 
sate themselves by raising the price of coal. Mr. Justice Hig- 
gms was annoyed; subsequently he stated that he had been 

but haH ‘f 9r rnment t0 accede t0 the men's demands, 
but had refused, for 'it would have injured the prestiee and 

influence of the Court irretrievably.'* After the wfr the 

° f 1921 aUth ° rised the ^blishment of 

suchfribunaU 3 determ, " e any industrial dispute; and one 
such tribunal was appointed for the coal industry. Mr Tus- 

hat ?heThr hen f re ? igned from the court on die ground 
ured' for thL C . us , efulae f s of th <= Court had been fatajly in- 
Son ’of a S JUdg f. be , lleved th « 'he was laying the foun- 

,o the rule of law a° l.TT' ■ ■ Obedience 

labour was the prin 1 arySce S shrf" r7he bCtWeCn T?' ^ 
tern. Any flouting of th? ry? !l y ' / . success of the sys- 

Govemment itself wa* a w UFt ’ w ^ et,ier b y men or by the 

tribunal did follow a policv of L 1 faC * the coal ,ndustr y 
- OW a policy of appeasement to the detriment 

3 e U 'sdHr. S! T h d . rm n ‘ ,rou * , * br,c * u< "’' ; 
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of the rule of law in the industry; and in 1929 the government 
refused to prosecute the coal owners for a ‘lock-out,’ on the 
ground that such action would prejudice any chance of settl¬ 
ing the dispute—that is the government preferred to try to 
end the ‘lock-out’ rather than to try to enforce the law. 

This shows a difference of opinion about the function of 
the Arbitration Court. To the jurist, it was to create a ‘new 
province of law and order.’ The employing class was anxious 
to put an end to strikes; if this could be done by the Court, 
well and good. To strengthen the Court they proposed pen¬ 
alties for breaches of awards; though on occasions they were 
prepared to concede the workers’ demands and to forget the 
penalties in order to end the strike more quickly, if this was 
especially desirable, if, for example, profits were high, or the 
commodity concerned was urgently wanted. On the other 
hand, the Labour party regarded the court as a means of 
improving the conditions of the workers, 4 as an alternative 
to the strike, but not as a substitute for it; Labour was un¬ 
willing to give up the strike weapon altogether, and was 
prepared to use it, on occasions, even against the Court’s 
award. 

In 1928, awards by the Court unfavourable to the workers 
were made in the Timber Industry and for Waterside Work¬ 
ers. In both cases serious strikes occurred in protest, despite 
the imposition on the unions of heavy fines for breaches of 
the awards. Volunteer labour was employed; riots occurred 
on the water-front. In Melbourne bombs were thrown. 
Finally the men were beaten. In 1929, in defiance of the 
existing award, the coal owners in Northern New Sout 
Wales locked out their employees in order to reduce wages. 
After fifteen months they were successful, and the mines were 
re-opened. But these disputes had had important political 

consequences. 

The Nationalist (Conservative) Government, despite the 


4 For the Court’s effect on this see below, pp. 174-8. 

Labour party also favoured the Court because . enco afed unionism, 
through the need for organisations appearing before u. 
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penalties of the Arbitration Act, despite the strengthening 
of the Crimes Act against ‘picketing,' despite the use of 
provisions of the Immigration Act in an attempt to deport 
‘agitators/ had failed to prevent the strikes. In the case of 
the coal industry lock-out, it refused even to prosecute the 
mine owners. As far as the Nationalist party was concerned, 
the Arbitration Court was a failure; and in 1929 it proposed 
to abolish the Federal Court, except for maritime industries. 
It had failed in 1926 to amend the constitution to obtain 
exclusive arbitration powers for the Commonwealth; it had 
tailed with the powers it possessed, to prevent three disas¬ 
trous disputes; so it proposed to leave all arbitration to the 
states This proposal was defeated. The Labour party 
warned the people against the attack the Government was 
making on the standard of living, and on the arbitration sys¬ 
tem which has grown out of the misery and oppression of 
the workers. This cry was heard, the Government was de- 

iSo ■ and th ! L ^ bour P art y assumed office in November, 
lye*, just as the depression was deepening. 

n .™ s . S iT P W ? S t , he P roduct of several causes. Export 

wa bCen S °'u y . faIHng ' th0ugh their catastrophic drop 
was yet to come; the industrial unrest had hurt trade • and 

overseas borrowing had almost ceased. This alone caused 

power" of Ze near ly ^ 3 °,000,000 in the available spending 
power of the community, as well as a further indirect loss 

foTs Tf h °i e for i ne ^y employed on public works losing their 

n Lndon °For e ,h ,he Pr ° b,em ° f meeti ^ Australian debu 

oavmlnfc these—payments for imports, and interest 

d ° nI . y be met h y London funds, derived from 

^tetZ^ “* were^iS 

The Government tried to do both An 

/° r re W H eat u Cam P ai ^ (Pi”* a favourable se^on/ leTto 

18 000 000 harvest ,. i " 1930—214,000,000 bushels from 
18,000,000 acres, which was almost maintained, though acre- 
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age was less, in the next two years. In 1931-2 wheat ex¬ 
ports were over eighty per cent greater in volume than before 
the depression; butter exports more than doubled; mutton 
increased nearly two and a half times; sugar doubled; beef 
increased by a third, flour by a quarter, wool by nearly ten 
per cent. But all was of little avail because of the catas¬ 
trophic fall in prices; in value, exports in 1931-2 were worth 
£80,000,000 sterling, or about fifty-five per cent the value in 

1928-9. 

So imports had to be cut drastically. Higher tariffs were 
imposed, then absolute prohibitions. The value of imports 
fell from £150,000.000 in 1928-9 to less than £50,000.000 in 
1931-2, leaving a balance of £40,000,000 available to pay the 
interest on the overseas debt. The Scullin Labour Govern¬ 
ment hoped too that the tariff would relieve unemployment, 
which had risen from 6.4 per cent in 1926-7 to 10.2 per cent 
in 1928-9. But the onset of the depression outweighed any 
good effect from the tariff; unemployment continued to grow 
—to 19.3 per cent in 1930, 27 per cent in 1931 and 29 per 
cent in 1932, when nearly 300,000 breadwinners were out of 

work. 


This in turn increased the pressure on government finance; 
for the unemployed had to be relieved, and no state but 
Queensland had a system of unemployment insurance. Gov¬ 
ernments were already in serious financial difficulties. e 
venue from taxation had fallen with the decline in incomes; 
customs revenue fell with the decline in imports; the rail¬ 
ways were all incurring deficits; and now the unemployed, 
together with the primary producer impoverished by the fall 
in prices, were urgently demanding relief. At the same tim . 
large-scale loans could not be raised; Government budge 
had to be balanced somehow; but the means by 
was to be done were the cause of a bitter political strugg • 

The gist of the matter was this: Australia hads^md 

a substantial fall in her national mcomeowmgtothestop 

ping of borrowing from overseas and the lower prices 
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her exports. At first this was borne almost entirely by those 
put out of work by the stopping of the public works hitherto 
financed by over-seas loans—the unemployed, both employers 
and workmen, and the primary producer receiving low prices 
for his products. The reduction of imports also hurt the 
merchants and those employed in commerce and transport. 

These losses were outside Australia’s control. She could 
not raise overseas prices, or persuade people again to lend 
her money. What Australians could do was, first, to spread 
the burden of this loss as widely as possible throughout the 
community so that no one class of people would suffer too 
much—hence the slogan ‘equality of sacrifice’—and, secondly, 
to prevent this first loss from getting any bigger on account 
of internal conditions. 


To achieve these things, three plans were proposed. One 
was the orthodox policy of deflation. This involved reduc¬ 
ing costs in Australia all round. This, it was argued, would 
encourage production, because with lower costs profits would 
be earned even from lower prices; thus the primary pro- 

nnf C K ag ? m set on his feet » and the unemployed 

W ° r r T u S Wa f * e P° lic y ‘ lr ged, on the whole, 
by the conservative United Australia Party. It involved 

reduced 2 **“ budget> for e overr >ment costs had also to be 


flarinn objectlon t0 ‘ hls P oIlc y was the magnitude of the de- 

oer rent v, 17 ' ? verseas P ric “ had fallen by nearly fifty 

much^ ’ T hC ', eduCt,0n in costs wou 'd have had tote as 
much—a tremendous task of readjustment, as some rnsK 

are very sticky and cannot easily be reduced The burden 

saitar js atrSt 

fast? 1 ^«££,'ss 
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goods would be halved, so that all financial institutions would 
have been threatened with insolvency. Clearly pure defla¬ 
tion was impossible. 

As an alternative the Labour party proposed inflation. 
The Government and the Commonwealth Bank, by issuing 
notes and granting credit, should raise internal prices again 
to their former level; external prices could be brought into 
line by raising the rate of exchange. Thus the farmer, get¬ 
ting say 2/- a bushel for his wheat in London, would get 3/- 
in Australia, if £100 sterling were made equal to £150 Aus¬ 
tralian. He would then be relieved of his loss; and rising 
internal prices would quickly stimulate industry and re¬ 
absorb the unemployed. 

This policy had its drawbacks too. First, in practice, the 
amount of inflation required, and the amount by which the 
exchange rate would have had to be raised, would have been 
very large owing to the continued fall in overseas prices. 
Secondly, politically the Labour Government did not have a 
majority in the Senate, which refused to pass the legislation 
necessary to put this policy into practice. The Common¬ 
wealth Bank refused to issue credit, and the Government, 
without new legislation, could not force it. So the policy 
had to be abandoned. 

Thirdly, there was the plan of Mr. Lang, Labour Premier 
of New South Wales. He proposed to reduce costs and 
balance budgets by cutting down interest payments. ‘Re¬ 
pudiation,’ cried the horrified Conservatives. Repudiation 
it certainly was; but at the same time, Mr. Lang did Aus¬ 
tralia a good service. If costs were to be cut, if there was to 
be equality of sacrifice, the bondholder had to bear his share. 
Hitherto, Conservatives had argued that the interest contract 
was sacred, and that only wages could be reduced. By call¬ 
ing attention to the interest problem, though in a somewhat 
brusque and startling manner, Mr. Lang to a certain exten 
made possible the reduction of interest achieved next year. 
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Mr. Lang spoke of ‘Shylocks’ and ‘interest slavery’; the 
economists were more suave; they pointed out that ‘when 
the alternatives are inflation and default, or taxation of an 
equal or probably greater severity, holders of fixed money- 
claims may find it wiser to accept a variation of their con¬ 
tracts, which is less onerous than taxation, and insures them 
against the greater loss of total default.’ Conservatives and 
financiers were furious. Mr. Menzies, later Prime Minister, 
spoke of ‘theft’ and ‘hypocrisy.’ J. B. Were and Son, a 
leading Melbourne financial house, cried ‘Public honour sac¬ 
rificed,’ and ‘public credit ruinedbut interest was reduced, 
and Mr. Lang, though unpopular, did have his effect. 

For finally, under the influence of leading economists, a 
compromise was adopted. Rates of interest were reduced- 
on government loans by ‘conversion,’ on private debts by 
legislation; money wages were cut by about a quarter, 
and the Arbitration Court reduced the ‘real’ basic 
wage by ten per cent ; 5 economies were made in 
public expenditure, and taxation was increased; the exchange 
rate on London was raised so as to increase the price in 
Australian money received by the primary producer; and 
finally the Commonwealth Bank agreed to make available a 

u,? • a 2 M ? m \ 0f C I edit (not sufficient to cause uncon¬ 
trolled inflation) to finance the government deficits still re¬ 
maining, which were to be progressively reduced over three 

employed l ° 6nanCe puW,c works for the relief of the un- 


^ Th *u b0tt r ? f the , de P ression was reached in 1931-2, just 
after the adoption of the Premiers’ Plan. Thereafter there 

was a steady, though slow, recovery. By 1934-5 the real 

iifi , 928^9 S fthnf a t? r ,h r0dUCti . 0n - greater than '* had been 

n iy28-9 (though the population was now 300,000 greater) • 
unemploy ed trade Unionists, 120,000 in 1932, numbered 

[•e.. the^amount of ^oods^it would'VSy^HUhert purcha3ln 8 power, 
been reduced as the cost of ,?«*? ha <* only 

basic’ wage since 1807 see below/p. 174 g, ^ ,uU hlstor y of the 
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87,000 in 1934 and 72,000 in 1935—or sixteen per cent of 
total membership, compared with a peak of twenty-nine per 
cent in 1932; the volume of primary production had been 
well maintained, and in 1933-4 higher wool prices temporarily 
increased its value, though even so this was, in 1934-5, only 
six per cent greater than in the worst year of the depression 
(1931-2), and was only seventy-three per cent that of 1928-9. 
The primary producer was still depressed; and in 1935, allow¬ 
ing for the increase of population, the real national income 
per head was still between ten and fifteen per cent lower tlian 
it had been before the depression. 

Why had the depression occurred? Fundamentally, as 
forty years earlier, because of the catastrophic fall in the 
prices of Australia’s products, particularly wool and wheat. 
This burden was increased by over-borrowing in the past and 
by the cessation of borrowing at the moment. Australia 
needed loans for her development; it was true that borrow¬ 
ing was necessary. But much of the borrowed money was 
spent foolishly and wasted; so that interest became a burden, 
where the loan money had not been spent on reproductive 
assets. Then just as Australia was getting into difficulties, 
borrowing ceased, at the worst possible moment; just as if a 
man earning £500 a year and borrowing £50 a year had the 
£50 stopped at the time his earnings fell to £400. This 
was not the fault of anyone in particular, for the world de¬ 
pression made it impossible for anyone to lend; but it added 
to Australia’s difficulties. 

The losses had to be spread evenly throughout the com¬ 
munity ; this was the first aim of the Premiers’ Plan. But for 
recovery, national income had to rise—either through better 
prices for exports or greater employment and increased 
efficiency in home production. It is doubtful if the Premiers 
Plan helped this very much; probably a more liberal credit 
and public works policy would have been better. But slowly, 
very slowly, overseas prices did rise, efficiency and produc- 
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tion increased, unemployment declined and the national in 
come recovered. 


READING: 

W. McLaurin: Economic Planning In Australia, 1929-36. 

D. B. Copland: The Australian Economy. . 

D. B. Copland: Australia in the World Crisis. 1929-1933. 

On Arbitration: The Annals, op. cit., part iv. 

On the Strikes: B. Fitzpatrick: op. clt.; and Economic Record. May, 1929. 
L. T. Giblln: The Growth of a Central Bank. 


CHAPTER XVIII: RECOVERY 

From 1933 to the outbreak of war in 1939 recovery was 
steady, even if complete prosperity hid somewhat shyly 
around the corner. National income, £768,000,000 in 1928-9 
and £528,000,000 in 1931-2, rose to £814,000,000 in 1937-8— 
an increase, if price variations be eliminated, of thirteen per 
cent in real income between 1928-9 and 1937-8, and of over 
twenty-five per cent since the depression. Hence despite the 
seven per cent increase of population between 1928 and 1938 
real income per head rose slightly in the period. 

Most marked was the expansion of manufactures. After 
the depression, imports remained at a substantially lower 
leve than before. This was owing to the smaller income 
available overseas with which to purchase goods, for export 

. . ., an d overseas borrowing was not re¬ 

vived. Consequently the production of manufactured goods 

iO t 9 n rt °^ n ?SSfi te J eX P anded rema^ably rapidly. Between 
. 0 and 1929 the volume of manufactured production had 

increased by nearly thirty per cent; between 1929 and 1937 
it increased by more than forty per cent, notwithstanding 
the depression up to 1933. At the same time, efficiency in¬ 
creased; for the numbers employed in manufacturing rose bv 
onlv about twenty-five per cent between 1929 and 1939 
and output per person increased by more than ten 
P« cent between 1929 and 193/ compared 
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an increase of only five per cent in the previous 
seventeen years. 1 The result was that prices could be low¬ 
ered, and the excess costs of the Tariff, so heavy a burden 
in 1929, were reduced. In 1927, the total excess costs of 
all industries in Australia due to Protection were £36,000,000 
—£10,000,000 for primary industries and £26,000,000 for 
secondary industries. In 1935 they were only £30,000,000, 
of which those of secondary industry had fallen to 
£15,000,000. As the Tariff Board reported in 1936: ‘The 
growth of Australian secondary industries is marked by an 
increase in the variety of goods manufactured under reason¬ 
able rates of duty rather than by an increase in the general 
level of protective duties. Many industries are now able to 
sell their products at prices little, if any, above the costs of 
duty-free importations from the United Kingdom; the prices 
of some locally-made goods are even below the costs of duty¬ 
free imports. . . . Whilst the protective effect of exchange 
and the greater demand for goods arising from returning 
prosperity have played their part in these favourable develop¬ 
ments, the Board is pleased to report that increasing effi¬ 
ciency has also been an important factor.’ As a result, 
manufacturing now played a far more important part in the 
Australian economy. In 1928-9, of the total value of Aus¬ 
tralian production, manufactures contributed thirty-six per 
cent, the pastoral industry twenty-six per cent, agriculture 
twenty per cent and dairying less than ten per cent. In 
1938-9, the share of manufactures had risen to forty-two per 
cent, that of pastures, the traditional economic standby of 
Australia, had fallen to less than twenty per cent, that of 
agriculture to seventeen per cent, while that of dairying was 
about thirteen per cent. 

The greatest and most important development was that of 
the iron and steel industry, by the B.H.P. Company, who 
not only expanded its own works at Newcastle, but amal¬ 
gamated with its rival, Australian Iron and Steel, whose 


In 1928-9 450.000 persons were employed In manufacturing: In 
only 337.000. but In 1937-8 there were 558.000 
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works at Port Kembla were also extended. In 1928-9, Aus¬ 
tralian production of pig iron was 461,000 tons, of steel 
ingots 433,000 tons, and of steel rails 354,000 tons; in 1938-9 
it was over 1,100,000 tons of both pig iron and steel ingots 
and just under 1,000,000 tons of rails. During the period, 
notwithstanding criticism of monopoly capitalists, the Com¬ 
pany’s prices were substantially reduced, and instead of being 
above (as in 1930), fell considerably below those of iron and 
steel products in Great Britain.* Well might the Company 
earn a profit of £1,400,000 in 1938, for its shareholders’ funds 
were nearly £16,000,000, and Australia possessed perhaps 
the most efficient steel industry in the world. 

If manufacturing industry improved its position, the min- 

7“ ht ! Ie ] CSS P ros P er °us. Prices, except of 
gold fell heavily m the depression, but recovered well after- 

° UtpUt ° f SiIv , er ’ ‘ Cad ’ Zinc and remained 
1Q?R copper increased substantially between 1933 and 

!Lf A ,r * 0n mm T g was naturaII y stimulated by the expan¬ 
sion of the iron and steel industry. 

Jw h r» r “ Sed . min , eraI ’ Was COal - Keen co »>petition 
‘rf™, firn ; s ke P. t P rices low, and the increasing use of oil 

ul l T Tr’J' ,0ge,her with economies in fuel con- 
", kept the demand down. The brightest feature for 

industry -'tt W3S the demand of the ir °n and steel 
ndustry, but though output in 1939 was as high as before 

prices rolT' ■ - 6 indUStry Was stiI1 depressed owing to low 

trebled f^iess'tharSM'lZ’' 3 ' 6 ' 1 by high , P rices = output 
1929, to ov^r 1 500mn ounc “-, worth 800,000 in 

of which u™ ° Un t CeS ' w ,°? h £14 ,°00,000, in 1938, 

>enth from each ofVicToria ^ a 

fronl'^he’depress^on^m? SUCCessful in recovering 

-_repression, mainly owing to extremely low prices 

3U& 1 Tl 2/13/8 9 p 8 er h to n “to "iC 10/2/8** The^l ba F* for sample, 
Se«m m e ,J, p t er%d. added frelght ' tSS Tn 
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on the oversupplied world market. Consequently he fre¬ 
quently asked for, and obtained, government aid. The acre¬ 
age under wheat declined slowly. After the record of 
18,000,000 acres in 1930-1 3 , it quickly dropped to the more 
normal figure of 15,000,000 acres, and from 1934 to 1937 it 
was only about 12,000,000 acres; thereafter with better prices 
it rose to 14,000,000 again in 1938-9. Production fluctuated 
from the record harvest of 214,000,000 bushels in 1932-3 to 
144,000,000 bushels in 1934-5, with an average for the decade 
of nearly 170,000,000 bushels, and the average yield was 
nearly twelve bushels per acre. 

But the wheat-grower was not worried by yield so much 
as by price. In 1928, it was 5/- a bushel; in 1931 it was less 
than 2/6—the lowest price since the reign of Queen Elizabeth. 
Recovery was very slow; in 1935 it was only 3/2, and after 
a temporary improvement (4/2 in 1936 and 5/- in 1937) 
it fell back again, to 3/3 in 1938 and 2/5 in 1939. In 1934 
a Royal Commission investigated the conditions of the indus¬ 
try. It found that only about one-fifth of the growers were 
producing at a cost of less than 2/9 a bushel; two-fifths had 
costs above 3/10 a bushel, one-fifth above 4/8! Demands 
for assistance proved too great for governments to resist. 
Between 1931 and 1935 the Commonwealth Government 
granted £12,500,000 to wheat growers, and State Govern¬ 
ments wiped off the debts of many. In 1934 the Royal Com¬ 
mission proposed the familiar scheme of a high ‘home con¬ 
sumption price’ on wheat consumed in Australia, and this was 
adopted. A tax was imposed on flour (to the detriment of 
the wage-earner), and proceeds were distributed among the 
wheat farmers. 

The similar schemes for butter and sugar continued, and 
as more and more of these products were exported, the bur¬ 
den on the Australian consumer due to the high home price 
remained, despite small price reductions in the depression. 
Butter production rose from 299.000,000 pounds in 1929-30 to 


3 See above, pp. 157-8. 
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over 400,000,000 pounds ten years later, and exports doubled, 

rising to 200,000,000 pounds. Production of sugar increased 

from 530,000 tons in 1928-9 to 820,000 in 193S-9, and exports 

from about 200,000 tons to nearly 450,000 tons—from one- 

third to more than half the crop. The result was, that while 

exports were worth only about £8 per ton, the high home 

price raised the average return for the whole crop to over 

£15 a ton, though this is substantially less than the £20 a 
ton of 1929. 


™ e , w ° o1 e rower w f s n °‘ g‘ven special assistance during 
he depression, except by some reduction of Federal land tax* 

despite a fall in the average price of wool from sixteen pence 

to eightpence a pound. Costs were reduced—wages interest 

thp *[ eights ’ and the P rice ot requisites—and after 1933 

1933 a C nd ^ h° re , C ° Ver: U Was near 'y sixteeu Pence in 

1933, and though only tenpence next year, in 1935 it was 

oerioH^ PCnCe ’ and m i 1936 two P ence more. During the 

•™. 6 “" «“ 

-.“tsarssjLrsj z£z tss. sr 

res™t C of n tli t e e tmd ltlSh market f0r his beef and n ' utton as a 
and th/ n d agreements ™ade between Great Britain 
and the Domimons at the Ottawa Conference it, 1932.!!! 

£™S3i Tsssti je srt 

‘ 6UrV ' y BrU “ <=—10. AtfU,. vol . u , ^ , P . 
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so to increase Empire prices and relieve the hardships of 
the various producers. This would be done by extended 
imperial preference, either ‘by lowering (tariff) barriers 
among ourselves or by raising them against others.’ The 
former alternative was favoured in theory, but it was the 
latter which was generally adopted in practice. 

Imperial trade was very important for all parts of the 
Empire. In 1927, New Zealand sent nearly ninety per cent 
of her exports to the United Kingdom, Australia fifty per 
cent, South Africa forty-three per cent, and both India and 
Canada twenty-eight per cent. The Empire’s share of British 
imports had risen from twenty to twenty-seven per cent be¬ 
tween 1913 and 1927; in return the Empire took forty-seven 
per cent of Great Britain’s exports in 1927, compared with 
only thirty-seven per cent in 1913. Could not this trade be 
further increased? Would political action help, in a world 
where all trade was so difficult? During the depression, by 
1931, British trade with the Empire had fallen by nine per 
cent; but her trade with foreigners had fallen by twenty-nine 
per cent—three times as much. Perhaps this small decline in 
trade with the Empire might be made good—with political 
assistance. For the Empire was said to offer British indus¬ 
tries ‘a series of sheltered markets’ which ‘should provide 
to the British manufacturer a considerable measure of that 
security which the home demand of the States of the U.S.A. 
afforded to American manufacturers.’ 5 

But did it? Partly. For example, in 1901 Europe and 
the Empire bought about the same amount per head of 
British goods; in 1927, the Empire bought twice as much. 
In 1901, South America bought more from England than did 
Australia and New Zealand; in 1927, the two Dominions 
bought more than twice as much as South America, and so 
on. But in particular cases the foreigner was the better 
purchaser. China bought more British cottons than did 


5 Empire Marketing Board. No. 23. MdteuM: 1 The 

ence of British Industry upon Empire Markets, p. 27. quoica, 

Hancock: op. cit., p. 209. 
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India, for example. Australia depended on foreign (not Em¬ 
pire) countries to buy her wool, and Canada likewise for her 
wheat. So the foreigner must not be offended. That was the 
snag. How could one increase Empire trade and Empire 
preferences without hurting the foreigner who might then 
retaliate? ‘The United Kingdom,’ said Mr. Baldwin, ‘is so 
highly industrialised that it is vital to the physical existence of 
her people to find adequate markets for her products, and in 
fact more than half her export trade is taken by foreign 

C ?* •' V £. n y thin g tending to check the foreign exports 
ot the United Kingdom must lessen the purchasing power of 
her people and so damage the markets on which the Do- 

dnrTc 0 " 5 ur!t rg u y depe ?? for the consumption of their pro- 
With the possible exception of New Zealand, this 
went tor the Dominions too. 

,, Sdl! agreements were made. The primary producers of 
the Dominions had hoped that ‘English producers first, Em- 

E" T“ ^cond, foreign producers nowhere,' might 
described the agreements; and they thought English 
agriculturists were of little importance. They found they 
were wrong; English fanners were protected/the forei^er 
was much better placed than 'nowhere’; but Empire primary 
producers did gain valuable concessions. P P V 

to D G Z?Zr d r S e e eneraI1 y>were guaranteed free entry 

cheese and t" y ? rs ' f hough ' eggs ‘ P oul "T. butter, 

othe , r miH < products’ might find a duty or quota 

Australia I'd 'V*} 1 *5* Bri * h farmerTmporis from 

vrars fth^l NCW Zealand wou,d not be reduced for two 

crrased ( eUhe r) m “ d ,amb impor,s might »« ’><= 

reduced qUO - the Dominions, including Australia 

the fumrfwou'd'nm evTef W -anufactufes which in 
C would not exceed such a level as will give United 
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Kingdom producers full opportunities of reasonable com¬ 
petition,' though ‘special consideration’ was to be given in 
the case of industries ‘not fully established.’ In addition, 
Australia promised that her tariff would be reviewed by the 
Tariff Board, and revised by Parliament, and that duties on 
British goods would not be increased more than the Tariff 
Board recommended. 

What was the effect of these agreements? In Australia, 
the tariff was reduced from the great heights erected during 
the depression, slowly, as the Tariff Board reviewed the 
various items, but fairly steadily—over 300 items by 1938. 
In 1934 duties on British goods were reduced by about 
twenty-five per cent to offset the protective effect of the 
Exchange rate, and this not only lowered the barrier but 
also markedly increased British preference. The lower manu¬ 
facturing costs of the developing Australian industries en¬ 
abled the Board to recommend further reductions of duty. 
The excess costs of protection gradually fell, particularly in 
the cases of secondary industries. 6 On the whole, British 
manufacturers were satisfied with the working of the Ottawa 
agreements. 

But there were many difficulties. If Britain took prac¬ 
tically all the Australian exports of butter, meat, sugar and 
wine, what of wool and wheat, of which the major part was 
sold to the foreigner? What was his reaction to Ottawa, 
and increased British preference, not to mention the prohibi¬ 
tive duties imposed in 1929 and 1930? It was what might 
have been expected—retaliation. France, Germany, Itay 
and Belgium all purchased less of Australian goods, bir 
Henry Gullett was appointed to negotiate trade treaties, lie 
reported that ‘in no country was there absent . . • a note ot 
grievance . . . against Australia . . . who had adopted an atti¬ 
tude, in a trading sense, unfriendly-The attitude thr0l *& ‘ 

out Europe was first to exclude Australian products other 
than wool, and then to curtail as far as possible credits aval - 


6 See above, pp. 150-1. 
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able for Australian wool and concentrate upon scientific 
research for the discovery of wool substitutes.’ 

Australia was regarded as a bad trader; and after trade 
treaties were negotiated with Belgium, France, and Czecho¬ 
slovakia, she became involved in a trade dispute with Japan 
and the United States. The cause of these disputes was 
imperial preference. The wool grower suffered most, for 
'wool is too big a thing to be Imperial in its trade field. We 
must keep foreign connections as well as British, or jettison 
half our production. In bargaining with Britain, with the 
preference bait for the minor products of Australia, we are 
filching from the wool trade—our main support—that foreign 
reciprocity which is essential to its existence.’ 7 


Such was the view of the spokesmen of the wool industry. 
But it was not followed by the government, which instead, in 
May, 1936, adopted the policy of 'trade diversion.’ This was 
partly protectionist, to foster the Australian manufacture of 
motor bodies, partly imperial, to increase British preference, 
and partly due to worry over balance of payments; it con¬ 
sisted of discriminatory duties, quotas and import licences 
directed against Japan and the United States, who 
were two alleged ‘bad customers.’ The United States 
was a bad customer; in 1934, that country bought 
from Australia only one-sixth what it sold to her. 
But Japan bought, in 1936, nearly a third of Australia’s wool 
exports and she bought from Australia three times as much 
as she sold to her! Why then was Japan attacked ? Because 
of fear for British trade; for British manufacturers were 
being undersold by the Japanese, and British trade relations 
seemed more important ; at all events the policy was ‘warmly 
appreciated in Lancashire/ 


The result was disastrous for Australia. Japan cut down 
her wool purchases, bought from South Africa and stimulated 


7 Quoted, W. K. Hancock: op, dt., p. J51. 



172 


THE ECONOMIC DEVELOPMENT OF AUSTRALIA 


substitutes. An agreement was made in December, 1936, 
seven months after ‘trade diversion’ had been announced. 
But the Japanese bought less wool; in 1937 Australian ex¬ 
ports to Japan were only worth £6,000,000, compared with 
£18,000,000 in 1935-6, and imports from Japan had risen 
from £5,000,000 to £5,350,000. With the United States. 
Australia did not recover ‘most favoured nation’ treatment 
until 1938, when the discriminatory duties were removed.* 
In 1938 the United Kingdom and Australia issued a memo¬ 
randum on trade negotiations. Both countries recognised 
the need of the other to develop home industries—including 
British agriculture and Australian manufactures; and they 
recognised the necessity of foreign as well as Empire trade, 
and the necessity of making trade agreements with foreign 
countries. The scheme of imperial self-sufficiency was a 
recognised failure. 

Nevertheless, overseas trade had recovered from the do 
pression. Exports rose from A£ 108,000,000 in 1931-2 to 
A£160,000,000 in 1936-7, though they fell to A£140,000,000 
in 1938-9; imports rose from A£57,000,000 in 1931-2 to 
A£143,000,000 in 1937-8 and were A£128,000,000 in 1938-9. 
Of exports, the increase was mainly due to higher prices. 
Wool and butter exports varied little; mutton decreased, but 
beef, lamb and pork increased. In 1936-7 and the next year, 
wheat exports were large; but in 1938-9 were about the 
same as in 1934-5. During the decade 1929-1939 exports of 
primary products remained predominant, and contributed 
ninety-five per cent of total exports. Almost half were pas¬ 
toral products, almost a quarter agricultural, just under one- 
tenth were dairy products. But manufactures were increas¬ 
ing; iron and steel products were sent to England in 1938, 
and over eight per cent of exports were manufactured goods 
in 1939-40 (mainly sent to New Zealand) compared with 
only two per cent in 1913. 

8 From 1836 to 1938 Australia shared with Germany the honour of belnc 

the only countries not receiving ‘most favoured nation treatment xro 

USA. 
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But this development, though important in providing em¬ 
ployment and self-sufficiency, not to mention munitions in 
war can easily be exaggerated. In 1939 Australia still de¬ 
pended on primary products for her prosperity ; not so much 
as New Zealand, but still a great deal. A quarter of the 
national income came from primary production, and only 
twenty-two per cent from manufacturing—compared with 
twenty-nine and thirty per cent respectively in 1921-2 » Of 
the primary produce nearly half is exported. So long as this 
is the case, Australia must attend to her overseas markets • 
she cannot shut herself off from the world; for changes in 
the prices of her exports will have great effects on her pros- 

&^rd he of e Hv P !n 0 r nt aVai ' ab ' e ^ ^ *" d 
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CHAPTER XIX: STANDARD OF LIVING 

Australians have always been proud of their high standard 
of living, and one of their principal aims has been to protect 
and improve this standard. It depends on average income • 
or more ^tnctly, on the size of the national in^me and its’ 

h vo^hlTfn For ' ncome P er head determines how much it 
is possible for each person to have and to spend on neces¬ 
saries as well as luxuries; and the distribution of the income 

exo^nsf^nf whether a few with h 'gh incomes will live at the 
expense of poverty among the masses. In fact Australia** 

t.,- z isssrji gt uSd's^rss 
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New Zealand, Great Britain and Switzerland. Since 1934, 
international comparisons have not been made; but in the 
five years before the war (1934-9), the Australian real in¬ 
come per head rose by over twenty per cent, and it was then 
ten per cent greater than in 1929, before the depression, and 
seventy per cent higher than at the beginning of the cen¬ 
tury. 1 

Australian governments have done many things intended 
to preserve this standard of living. Perhaps the most im¬ 
portant has been the policy of fixing wages by industrial 
tribunals. This policy does not do anything to increase the 
national income, but it does aim at distributing the available 
income more fairly between all classes of the community. 
It is represented in practice by the basic wage, and wage- 
fixation generally. 

This basic wage comes from the famous Harvester Judg¬ 
ment of Mr. Justice Higgins, in the Commonwealth Arbitra¬ 
tion Court, in 1907. In this case, the Court was asked to 
determine whether the wages paid by the Sunshine Har¬ 
vester Works were ‘fair and reasonable’; for if so, the 
agricultural implements made there would be exempt from 
excise duty. 2 The Court took evidence of the cost of living 
at the time, and declared that a ‘fair and reasonable’ wage 
for a man, with wife and about three children, was 42/- a 
week, though the average wage for unskilled labour being 
paid at the time was only about 35/- a week. 

Soon afterwards the High Court declared unconstitutional 
the policy of the New Protection—the granting of exemption 
from excise duties if certain labour conditions were observed. 
But the idea of the basic wage remained. Mr. Justice Hig¬ 
gins applied it to all workers whose wages were fixed by 
the Commonwealth Arbitration Court, that is, those indus¬ 
tries in which there had been disputes extending beyond one 
state. As a result he claimed that he raised the standard 
of living of these workers by twenty-seven per cent. 

1 Figures from Colin Clark: Conditions of Economic Progress. 

2 See above, p. 129. 
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During the war, when prices rose, the basic wage was 
slowly raised as well. After 1912, the Commonwealth Statis¬ 
tician published a series of retail price index numbers, show¬ 
ing the changes in the purchasing power of money. In 1913, 
these indices were adopted by the Court to measure changes 
in the cost of living, and wage rates were altered proportion¬ 
ately. The system was not perfect, for the prices of some 
commodities were omitted from the index used to measure 
the cost of living, so that their prices could vary without 
causing wages to be changed. Adjustments were slow. At 
first special application had to be made to the Court to vary 
the award in each particular case; but after 1922 wage rates 
were automatically adjusted, and in the same year an extra 
3/- a week was added to the basic wage, so that current 
variations in the cost of living should not cause workers to 
receive less than the true equivalent of the basic wage 

Moreover by this time the idea of the basic wage had 
been adopted by most of the State Arbitration Courts and 

J? eW r S ° Ut \ Wales the first; and in 
February, 1914, Mr. Justice Heydon declared a basic wage 

for the state of 48/- a week for a man with wife and two 

chddren. At this date the Federal Basic Wage had risen 

to 56/6 owing to increases in the cost of living, but this 

provided for three children, instead of the two covered by 

the Heydon award. From 1919 to 1925 a Board of Trade 

declared the basic wage for the state—still on the basis of a 

man with wife and two children, and therefore usually rather 

lower than the Federal Wage. In Queensland the firs? 

f4/5 C /0 Va a g we V ek February, 1921, at the rate of 

rentFede^? k ~° r ab T out J 5/ " a ™*k higher than the cur- 
J ? ] , wa fe- In South Australia, the basic wage 

pared^with's4/ ' T* Iowe r-48/- a week com- 

pared with 55/- a week; and even after the war this dis¬ 
crepancy, though smaller, still continued. In Victoria and 

^ thC SyS ‘ em ° f existing for each 

Part v ’ ry ' U° State basic was declared. 

Partly owing to these variations from state to state and 

Partly for political reasons, a Royal Commission ^ ap 
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pointed by the Commonwealth Government at the end of 1919 
to inquire into the cost of living and the basic wage for an 
unskilled workman, with wife and three children. The Com¬ 
mission made exhaustive inquiries. It considered a five- 
roomed house was necessary for comfort; it concluded that 
an unskilled working man needed 3,500 calories of food a 
day; it added various sundries, and finally reported that the 
cost of living in Melbourne in 1920 was 116/6 per week, 
compared with the existing Federal basic wage of 93/- per 
week! To have adopted this standard would have added 
£93,000,000 per year to the Australian wages bill. The Com¬ 
monwealth statistician said that the recorded production of 
the country was not enough to pay these weekly amounts to 
all employees. The Commission itself thought the burden 
on industry would be too heavy, and recommended a lower 
wage supplemented by child endowment. But the time for 
this was not yet, and nothing was done. During the ’twen¬ 
ties only minor alterations in the wage system were made. 
In 1922, as was mentioned, the Federal Wage was increased 
by the ‘Powers 3/-.’ In 1926, in New South Wales, a child 
endowment system was introduced, and 5/- a week was paid 
for each child in excess of two in a family, provided the 
family income was not greater than the basic wage. In 1928, 
another Commonwealth Royal Commission reported in 
favour of child endowment; but again nothing was done. 
Next year, the basis for the New South Wales wage was 
made man, wife and one child (instead of two), and the child 
endowments were extended to cover the extra child. 

In the depression wages were reduced, not only owing to 
the fall in the cost of living, but in January, 1931, by an 
emergency ten per cent cut in real wages. This was criticised 
as an attack on the standard of living—a reduction of the 
minimum wage, hitherto regarded as sacrosanct. This was 
true. But national income had fallen heavily; there was no 
longer enough to go round at the former levels. The stan¬ 
dard of living of a depressed community cannot be as high 
as that of a prosperous one. ‘Equality of sacrifice was t - 
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slogan; and the wage-earner was added to the already hard- 
hit primary producer and unemployed. 

As economic conditions improved, the wage cuts were 
restored. In 1934, the Arbitration Court restored three- 
fifths of the ten per cent cut, and adopted a new and more 
comprehensive price index for future adjustments to changes 
in the cost of living. In 1937, a further increase was granted. 
Superimposed on the existing wage, based on the cost of liv¬ 
ing and varying with it, was a 'prosperity loading,’ which 
would not vary with the cost of living, but which could be 
increased or decreased according to economic conditions. In 

; he Court was asked to grant a further increase. It 
refused; but before it had given judgment, the Common¬ 
wealth Government announced a general scheme of child 
endowment throughout Australia. This provided for pay- 

2 s v of t 5 {;. a weck [ or each child, in excess of one, in the 
fanuly at this time the basis of the federal basic wage was 
stiH a family unit of four—man, wife and two children— 
though Judge Beeby admitted that it offered such a family 
only a meagre existence. 1 Child endowment, besides some- 
what increasing family incomes, puts the wage-system on a 

:~ nt and coherent footing. For obviously no 
minimum, living or basic wage can be satisfactory if it is 

Bv t S q a r,l 0r 3 b3Chelor as for * man with a large famil 
By 1940, the state wage systems had come more into line with 

the Commonwealth, for New South Wales in 1937 and VV 

tona ,n 1936 adopted the Commonwealth wage aftheir own! 

fnr 111 quest,on anses—how much have these tribunals done 
" r ‘ ke ? "'^e-earner ? Have they raised the general level of 
wages. Some people, merely looking at the basic waae have 
argued that real wages have not risen. TMs is not’ rue 

‘Powers' 3/-* ^ , b |2f IT Tt 

loalg^dded Td chiW 0re d *" ' 934 ‘ ‘P^perity 

In addition, there hale of 

«* .. Australia^ ~ StfgXffZgp* 
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forty-four; between 1914 and 1940, the average working 
week fell by exactly ten per cent. In many industries holi¬ 
days on full pay have been granted. In 1936, Chief Judge 
Dethridge said that ‘unless an industry is finding difficulty in 
maintaining itself ... the institution of paid annual leave 
is a very desirable boon.’ Since then the Court has granted 
this boon wherever possible, ‘subject to the economic circum¬ 
stances of the industry.’ In this and other ways have work¬ 
ing conditions been improved. 

Finally there is the ‘secondary wage,’ or payment for 
skilled work, at higher rates than the basic wage. These 
too have risen since 1907. Not only are ‘margins for skill’ 
higher today ‘than a strict adjustment on a cost of living 
basis would warrant,’ but more workers are getting them, 
for ‘trade unions have been very successful in getting indus¬ 
trial tribunals to award margins to classes of workers for¬ 
merly on the basic wage standard.’ 3 Also wage rates have 
often been increased for work which is especially laborious, 
dangerous or disagreeable. Taken all round the average real 
wage for adult males rose by twenty per cent between 1911 
and 1939, at the same time as hours of work were reduced by 
ten per cent. And if the percentage of the national income 
received by wage-earners has not increased, that is to be 
expected, unless one believes that all wealth is due to labour. 
The increased capital used in production also needs its reward, 
and takes its share of the national income. 


Certainly the distribution of income is more even in Aus¬ 
tralia than in most countries overseas. According to the 
census of 1933 there were only 450 people with an income 
of over £5000, or one breadwinner in every five thousand; 
in England, allowing for the difference in population, there 
were more than ten times as many ‘tall poppies.’ Less than 
one in two hundred breadwinners had even £1000 income 
in 1933, though they took nearly six per cent of: the national 
income. At the other end of the scale, 392,000 bread 
winners had no earned income at all, corresponding roughl) 


3 George Anderson in 


Auftrullan Standard* of Living. P 75 
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to the unemployed, and 567,000 breadwinners—assuming 

they stated their income correctly—had less than £1 a week, 

though these included nearly 300,000 minors and over 100,000 
pensioners. 

In the middle comes the great mass of the population A 
million and a half—nearly three-quarters of the total number 
of breadwinners—earned less than £4 a week; but in this 
year, owing to the low cost of living, the basic wage was 
little over £3 a week. So the great mass of wage-earners 
though not well off, were at least above the poverty line, and 
this in one of the worst years of the depression. 

*V S due to these relatively high wages that social 

services have lagged in Australia. In Great Britain for 
example there is a considerable redistribution of income by 

Mr r i C A r °Y gh taxat,orl and social services. In 1935, 
Mr. Colm Clark estimated that of the *685,000,000 paid by 

*263 000 000 6Ct 3nd indireCt ,aXation in Great Britain, 
selvesom^n spem °Y f e 7 lces which benefited them- 

"ration Sd mcmrw> e r cost , ol general adminis - 

snrnt •i t ° 00f 9 00 was transferred to the poor, by being 
spent on social services. r J ® 

1917 c eforc th , e war - taxation was very light. In 

centVthe natifn a e - a,,d ' 0Cal tMC * t00k ^ pi 

cen in mCOme ' com P ared with twenty-five per 

c ‘ Great Britain, twenty-three per cent in the United 

in l ?' S ' X Per Cent in France and thirty-one per cent 

much lighter than were usual oversea andThe’ 7 ^ 

*« * social purposes £ 

tivdy n smaU ntl The C Commonwralth°' G overnnwnt' ha^paid^a 
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‘baby bonus’ since 1912; in 1940 it was £4/10/- for each 
child born, provided the family income was less than £250. 
Invalid and old-age pensions were first granted in 1908 at 
the rate of 10/- a week; subsequently they rose, with some 
set-backs, to 27/- a week in 1944, when £21,000,000 was 
paid to 320,000 pensioners. 

In this year a comprehensive scheme of ‘social security’ 
was adopted. A National Welfare fund was established, to 
which all persons with incomes over £104 contributed. From 
this, unemployment and sickness benefits are paid at the rate 
of 25/- a week for an adult, subject to a means test. At the 
same time, the maternity allowance was raised to £15, and the 
means test removed. In 1941, a system of child endowment 
was introduced, 5/- a week being paid to the mother of 
every dependent child after the first. 4 

Before 1940, all attempts to introduce such social security 
schemes had failed, and the Commonwealth had restricted its 
activities in the sphere of health to the promotion of research 
in its Serum Laboratories, its School of Public Health and 
Tropical Medicine at Sydney, the Australian Institute of 
Anatomy at Canberra, and the organisation for the control 
of cancer, with the Commonwealth X-ray and Radium 


Laboratory. 

Since prevention is better than cure, these activities must 
be highly praised. For cure, the sick must rely on the state 
authorities. Most has been done for infants and children, 
through baby health centres and medical inspection at schools. 
Certainly the infantile mortality rate in Australia is the second 
lowest in the world. Public hospitals are maintained; but 
they are grossly inadequate. In Victoria, before the war, 
beds were available for less than 8.000 patients; 5 and even 
in New South Wales, the best equipped, only 15.0UU beds 
were available in 1940. Total public expenditure onheal h 
services rose from £1.300,000 (6/5 a head) in 
£4.600 000 (17/- per head) in 1921-2, to 
(£1/7/7 per head) in 1930-1, and £16,800,000 (42/8/- per 

~4 i n 1945 this was raised to 7/6 a week, and old-age pensions 

5 ™s ed fl£re 2/ of course, excludes accomodation In private hospital.- 
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head) in 1940-1. But more hospitals and sanatoria, better 
staffed and better equipped, were an urgent need in every 
state. 

Education has had a long history, for after early neglect, 
schools were established in New South Wales in 1810 by 
the various churches assisted by state grants. But as in 
England, the religious question proved a stumbling block. 
Should education be denominational or not? While this 
vexed question was being decided amidst the fiercest pas¬ 
sions, the children suffered. In 1848, 13,000 out of 25,676 
children were not being educated when the ‘National System' 
was begun, and both denominational and undenominational 
schools were allowed to exist side by side, both receiving a 
grant from the Treasury, but controlled by different boards. 

Gradually the advocates of denominational schooling were 
defeated. In 1867 the dual system of control was abolished 
in New South Wales, and a single Council of Education 
was established, though the denominational schools still 
existed and were still subsidised. But in 1882, state aid to 
denominational schools was stopped, and the teaching became 

a V hough this i ncluded general religious teach¬ 
ing as .distinct from ‘dogmatic and polemical theology.’ 

A similar .system had been already established in Victoria 
in 1872 and in Queensland in 1876; education was 'free 
secular and compulsory,’ notwithstanding the charge that 

andwf 0015 We r e ‘j“ d P lots ° f future immunity MdeHty 

as well. eSSnesS ' and soon 11 was provided in the other States 

were n^riv'lO agC was ^ fourteen. There 

pupils, wWIe 10 Sy 200 P 000 a more h °b M With ab ° Ut 800 ' 000 
schools. But secomlarv , chlldren attend private 

127,000 children were rreeivinT agged ,' and T 1938 only 
about twenty-five ner cent nf fi. seco 1 ndar 7 education, or 
fourteen and eighteen The kmq f be /Y een the a 8 es of 
school education 6 was about i 12 000 nm* ex P end,ture on 
£1/16/0 a head of popuUtfon XhTA ° T a PP roxim ate!y 
‘nre per scholar had risen to 
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£4/9/3 in 1901. But the United States of America spent 
nearly double this amount per head on education—nearly £3 
in 1936 or a total of 2000 million dollars—and in England 
and Wales expenditure on education per head of population 
was about £2/8/0 and in New Zealand £3/6/0. In this 
sphere, too, there is room for great improvement. 

In most progressive countries, the ‘nineteenth century 
methods of philanthropy and charity are gradually being 
superseded by State action, which aims at equalising oppor¬ 
tunities or affording security.’ To improve health, to spread 
education, to provide for the contingencies of life—these 
should be our aims, in order to ‘help the individual or family 
group to make a satisfactory adjustment to his environment 
... to provide those aids to living which make for a richer 
and more wholesome existence.’ These are worthy aims; but 
Australia did not pursue them markedly before 1939. As 
Professor Bland pointed out, ‘an informed visitor from 
England (in 1938) would note that the total expenditure 
in New South Wales from public funds is roughly half what 
is spent in England on social services. ... He would scan 
the list in vain for any insurance service against unemploy¬ 
ment, ill-health and old-age. He would probably be surprised 
to learn that until the depression we had no organised system 
of poor relief, such as had operated in England for three 
centuries; and if he could forget the code of conduct usually 
becoming a visitor, he might express concern at the scope and 
content of some of their services.’ 6 It is true that the Aus¬ 
tralian standard of living was then high, and it was protected 
by the arbitration system. The result was that the wealth o 
the community was comparatively widely spread, and socia 
services were therefore less necessary than in many other 
countries, including England; but this was assuredly jus as 
well, for they were nothing to be proud of. 

6 Social Services in Australia icd. W. O. K. Duncan i: An Appiaisal 
of Results," by F. A. Bland, pp. 170-1. 


W. G. K. Duncan (ed.t: Social Seirvices I ln r ^ u ’5 i r i a, ‘ a ccs lv and v. 
B Fitzpatrick: British Empire in Australia, ch. viti. sees. 

G. Anderson, <ed.>: Australian Living Standards. 



CHAPTER XX : WORLD WAR II 

At the outbreak of the second world war in 1939 just a 
century and a half after Phillip had landed at Port Jackson 
Australia was a country with 7,000,000 inhabitants, and a 
national income of over £900,000.000. or about £130 per head. 

the sixth highest in the world. The hardships of the depres- 
Sion had been largely left behind, if not forgotten, for there 
was still too much unemployment and the price of wheat 

; n e '™‘ n r e ' 1 low - But there had been a great advance in 
imlustry. The experiences of the slump had stimulated 
efficiency and output per person working had increased bv 

Australian"' r ce „ 1931 ', The price of coal >ow a„d 

Australian iron and steel were the cheapest in the world 

econo,nv' bZ T Y , e f " e, " ely im P«rtant to a potential w-ar 
. y ’ ,, 11 . llad hel P ed t0 stimulate industrial develop- 

financf tn r the T ? ,e i °'’er-cautious public 

finance in the thirties had not pushed ahead ‘opening un 

the country-, and since 1929 in l migration ^ £71^ 

t B akei. h u S „ b, e t!! t the t re Was plenty of ' slack ' which could be 

men “ old l^ ear,y StagCS of ,hc war - so that the govern- 
ment could begin its economic preparations for war without 

E£“W r due Strains before P«'p'e were reldv for then, 

were men available for^thp hardsh, P s * .At first there 

consumer industries too and thl 1CeS ’ f ° r mun,t,ons » and for 
With these the problems of W3S P ° WCr for aI1 «iree. 
easy, for man-powerS 1 C ° n ° m,eS were relatively 
involved. As " ^ ^rs 

-A natton organised for total war is" itself an army, and 

by the Department! MelbSi?A e ! V t 9 i 3t lt p ** ,“ nd Wha < It Does, published 
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its man power must be organised accordingly. The 
fighting forces are only the first line of this army. In 
the second line are the munition workers, the men and 
women making war supplies of all kinds which are 
necessary to keep our fighting forces in the fields and 
to build up their striking power. Behind these is still 
another line—the transport and commercial workers 
who keep supplies moving, the farmers and the miners 
who produce the raw materials for war industries. But 
all these workers in turn have to be fed and clothed, 
to be kept warm and in good health. This is the last 
line of defence, and it includes the bread carter and 
the local doctor, the tram guard and the housewife. 

The fundamental problem of organising man power in 
wartime is to ensure a proper balance in all these lines 
of defence. A general might lose a campaign if he 
kept too many men in reserve or if he put more men in 
the firing line than could be supplied from his base. 
Similarly, the war would be lost if we put too many 
men in the fighting forces and left too few to maintain 
the necessary industrial basis of modern warfare; it 
could also be lost if we put too few men in the fighting 
forces or in war industries, and had too many producing 
civilian amenities which can be done without in war¬ 
time.’ 


As time went on the drain of resources became more 
severe. After the fall of France, in mid-1940, recruitment for 
the services increased enormously. At the same time, Aus¬ 
tralia was asked to produce more and more munitions tor 
herself and the Allies. When Japan entered the war at the 
end of 1941, the problems were intensified. By now there 
were few unemploved resources left which could b e drawn 
into war-time use. They had already been called on. Alreacn 
there had been a great increase in the employment of women. 
From now on, to increase war production, or the armea 
services, resources, including labour, had to be transf 
from occupation to another. Civilian consumption was - 
stricted. “I say to you quite flatly that regard wlH be gi tt 
only to the minimum requirements of the civilian population, 
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said the Prime Minister in 1942, when introducing a scheme 
of clothes rationing intended to reduce purchases by 25 per 
cent. In the case of essentials, where ‘fair shares for all' 
were necessary and consumption was more or less uniform, 
a rationing scheme was reasonably effective. In many other 
cases, especially with luxuries, the goods simply disappeared 
from the shops and people had to go without. There was 
some grumbling, as was to be expected; but, by and large 
people accepted their inconvenience as part of the price they 
had t° pay for the war effort, even though ‘austerity’ became 
gradually more irksome, especially when it seemed that the 
great dangers of 1942-43 had been passed. 


In a war economy, two types of economic controls can be 
used, hirst there are the traditional financial incentives-the 
otter of higher wages, or higher profits or subsidies for essen¬ 
tial work. These are the easiest to impose, relying on per- 

H 0t J? erc,0n; but the 7 may be slow and they are 

able thaf r nff l0re0Ver, . n ° n ' e ? S - ential WOrk be 50 Pn>«t- 
able that it offers incentives of its own. As time went on it 

pS 1 '/bit, r nn C r S \7 t0 7 Iy - 00 more direct met hods—orders and 
prohibitions. More efficient, if obeyed, these mav also arome 

. P h 0 e P y Ul L y °T S et°a n ded nd °( S.SSS 

■ .J ^ vaaed. To back them up, propaganda was 

necessary-an explanation of the basic principles of trar-trW 

g r rnmem WaS ‘"y'n g <o doand r wh n y e 
of ,™L Job tbe Australian government failed badly Instead 

fear*or"to £S hna 3?\ !te appea i s were < “ often sS 
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price-control administration of any of the belligerents, even 
if they were often very unwilling to recognise it as such. 

Of first importance in Australia’s war-time development 
was the expansion of industry. Despite the favourable con¬ 
ditions for this, the achievement was remarkable. Before the 
war, Australia imported the vast majority of her machine 
tools; after 1940 this was difficult, if not impossible. Here 
was a challenge to employers and employees alike, to which 
they responded magnificendy. For the three firms that were 
manufacturing these tools in 1939, in 1943 there were more 
than 100, producing all kinds of lathes, drills, milling 
machines, precision grinders, presses and so forth. At the 
same time came the production of tradesmen’s hand-tools, 
jigs, and gauges, electric motors and internal combustion 
engines, cranes, locomotives, furnaces and machinery of all 
kinds. Munitions of a type undreamed of swelled the list 
of achievements to be boasted of (and justly) by the politician 
and the publicist—rifles, machine guns, sub-machine guns, 
torpedoes, anti-tank and anti-aircraft guns, armoured cars, 
drugs and medical supplies, all types of optical instruments 
and ‘almost everything in the radio and signal world. 5>hip 
building, which had been stagnating for twenty years, showed 
a remarkable revival and produced virtually a new city at 
Whyalla, in South Australia, hitherto primarily the port of 
shipment for iron-ore for the Broken Hill Proprietary s stee - 
works. 

Naturally, the war brought a tremendous expansion in 
steel production, for which the foundations had fortunate y 
been so soundly laid in the ’thirties. By 1943 it was reported 
that there were nearly 350 different steel specifications being 
made and the mills were rolling 2,500 different specifications 
and shapes. Other metal products showed similar progress 
and, alongside these the chemical industry whidi had a so 
expanded rapidly in the ’thirties was producing by 1945 most 
of the 150-odd main chemicals needed for explosives, r - 
haps most striking of all was the local production of aircratt 
-2 500 by 1944—including in most cases (though not all; tne 
local manufacture of the engines. More prosaic, thoug 
important and often spectacular, was the development 
older industries-textile. clothing and food-processing. 
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The catalogue is, on any standards, impressive but one 
should recall the comment of the former Deputy Director- 
General of the Department of War Organisation of Industry 
that Australia s pride in all these achievements might seem 
a little excessive to more mature industrial countries “It 
must be taken as evidence,” he remarks, “of the novelty of 
many of these new forms and methods of production in a 
country still in the midst of an industrial revolution ” 2 The 
Australian during the war, was still inclined to be a little 
surprised that h!s industry was so efficient. Australian manu- 
£T rS had c t Q u b le l^e,r output between 1919 and 1939, and 
tLZ nSUS ° f 193 ? s,K ™ed that one-third of Australian bread- 
mners were employed in factories and construction industries 

Wih 31 ^ WltH ° n V in P«marv industries. But the 

Sp2CeS di£S J hard> and Australia’s continued 
dependence °n primary production for her exports tends to 

tnaR,ation°ofT, er underest ™ atc ‘he degree of the Indus- 
tnalisation of the country. But, even though the potentiali- 

se^Jr PreSem ! 939 ’ and th °ugh the result may have 

surprising than it actually was, it wL not 
achieved w^hout effort and with that effort Australians had 

U sYtder the P 1 ase d d , Au5tralia re “-ed help ft o"m the 
£300 0(^ * please agreements, to the value of over 

55 nsssas rs= 

*=aw: 

coal, four-fifths of whlh " m J 940 sti " de P“ded on 

S5S , S 1 S^5 :: ^• ,5 * 

of it was generated y was «rowmg; but the bulk 

- generated from coal, except in Victoria and Tas- 
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mania. In these states, brown coal and water-power were 
used to a large extent but, even so, they were insufficient; 
and black coal was needed more and more as the war-time 
demands on the system increased. But coal output never 
caught up to the demand. 


The outbreak of war found the industry very depressed. 
The collapse of prices after 1930, though beneficial to con¬ 
sumers, left all but a few collieries incapable of modernising 
their equipment and introducing machine-mining. Mechani¬ 
sation was also resisted by the miners, among whom un¬ 
employment was so heavy and earnings so low. In 1924 
New South Wales production was 11,500,000 tons; in 1937 
only 10,000,000 tons. Many men had left the industry. Many 
were anxious to do so as soon as they could. The number 
employed had fallen by a third. Neither on the side of labour 
nor of capital was it ready or able to expand its output to 
meet war-time demands. On top of all, industrial relations 
were deplorable, with the century-long tradition of ill-will 
and exploitation, so recently made worse by the fifteen 
lock-out of 1929-30 and the strikes of 1938 and 1940. 
Increased coal output was urgently needed, and it rose in New 
South Wales to the then record figure of 12,500,000 tons in 
1942. But this was not enough. The owners blamed the 
men—they should work harder and cut down absenteeism and 
stoppages. To the men it often seemed if they were being 
asked only to increase the owners’ profits. The entry o 
Soviet Russia into the war made the Communists, strong on 
the minefields, support the cry for more output. E ve P s0 
stoppages continued. “I have never seen an industrial situa¬ 
tion in which there is more distrust between employers and 
workers than on the Australian coalfields,” said a visiting 
British miner in 1944. 3 “The miners seem sceptical of every 
move now and in the future. . . . This intransigence is 
pitiful.” In 1942, 226,000 working days were lost in disputes. 
in 1944 they had risen to 600,000 —eleven times as many, 113 
proportion to output, as in Great Britain. ™. e p 
government was at first sympathetic. Mr. Curtin, rr 


3 Frank Collindrldge. M.P.; quoted In A. G L. Shaw and G. R- Bruns: 
The Australian Coal Industry (M.U.P., 19471. p. W. 
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Minister, admitted that this situation was the product of the 
past. “For decades the men have had to fight for everything 
that has been done to improve their conditions. . . . The 
mining companies have not been too concerned with the 
humanities.” 4 But now this was changed; "no other body of 
men had so much sympathetic consideration,” said the Sydney 
Worker* By the end of 1943, Mr. Curtin thought their 
attitude just intolerable', and needless to say, anti-labour 
opinion and much of the press had thought this long before 
as restrictions on coal consumption had to be imposed. 


In other industries, labour relations remained good. The 
ong tradition of industrial arbitration and regulation stood 
the country in good stead, and the Commonwealth and State 
courts, supplemented in a few cases by special tribunals, were 
able to make adjustments to working conditions quite peace- 

rrnlL. I f, 0Ur / epreSe , nta J t,VeS sat on most important con- 
!!f£ nd advis . or V bodies, even if attempts to set up a 

fffairs Jl p a H U T n AdviSOry . Panel to cons *der all labour 
attairs failed partly owing to jealousy between the unions 

SSrSSSt . Af ( l er . Decembe I r -. 1 941, when the Labour party 
took office in Canberra, relations between government and 

umo„s became still better, which was important c“er1ne 
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were supported by the people as a whole and were upheld by 
the High Court which argued that 

'the generally willing subjection of the people as a 
whole in a time of grave national crisis to control in 
respect of their occupations by public authorities acting 
under laws authorised by the Commonwealth Parlia¬ 
ment is not, in our opinion, properly characterised as 
amounting to a condition of serfdom or villeinage' .• 

In this concentration on the war-effort, the farmer suffered. 
In 1939 he was still feeling the effects of the depression. 
World prices had remained low; many farms were aban¬ 
doned. Despite subsidies and other assistance, and the 
writing off of more than £6,000,000 in ‘debt adjustment”, 
rural indebtedness had increased by over 20 per cent since 
1937. Rural wages were low, hours long and living con¬ 
ditions often very primitive. The war first reduced the 
farmer’s labour, which was drawn into the services or to 
better paid work in industry, and later it cut off his supplies 
of superphosphate when the Japanese captured Nauru. Added 
to these difficulties was the problem of marketing. Though 
some foods were urgently needed, either by Australia or the 
Allies, much primary produce was a surplus at home and 
could not be exported as in peace time, because of the lack 
of ships. Then, to cap all, a run of mediocre seasons ended 
with the devastating drought of 1944-45. During the war 
the total acreage cultivated fell by one-third, rural man¬ 
power by 20 per cent; total primary production was down by 
a third in 1943, and by two-thirds in the drought year of 
1944. No wonder there seemed great need for rural recon¬ 
struction when the fighting should cease. 

Wool perhaps came off best. In 1939 the British Govern- 
ment arranged to buy the whole of the surplus clip for the 
duration at 13£d. (Aust.) per pound. This was 3d. more 
than the 1938-9 price, and a little higher than the average for 
the preceding three vears. At the time, before the post-war 
fortunes, this seemed a very good return, and in n 

was raised by 15 per cent to meet increased costs, tarty m 
the war both the British and American governments took 

6 Quoted. E. R. Walker: op. dt., p. M0. 
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much of the clip, but as time went on more and more went 
into store. Growers were most reluctant to limit production 
voluntarily, but drought reduced flocks from 123,000,000 in 
1943-4 to 96,000,000 in 1945-6. Even so by 1945 nearly 
7,000,000 bales of Australian wool were awaiting disposal. 
Wheat suffered more from the loss of superphosphates, the 
labour shortage and droughts; and in the last two years of 
Jrvfom ^ about 8,000,000 acres were sown (14,000,000 in 

were onl y 1 10.000,000 bushels and 
53,000,000 bushels respectively, in 1943-4, and 1944-5 com¬ 
pared with a pre-war average of 170,000,000 bushels. 

British government contracts also provided an assured 
market to the dairy farmers. But here pre-war labour con¬ 
ditions were worst, and many workers departed when better 
paid work became available in manufacturing industry. Herds 
and properties were even less cared for than before the war, 
when standards were very low; bad seasons and lack of 

rose raoirilv C °!f put s f iU further - Milk consumption 

especially in the services, and after 1942 the 

United States forces in Australia added their quota to he 
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European farms returned to production? Would there be 
another glut of primary produce? Would wool be threatened 
with competition from synthetic fibres? In 1945 the answers 
to all these questions seemed very uncertain. Memories of 
the great depression were still strong—and that had followed 
a period of prosperity and expansion in the ’twenties. It 
was recalled, too, that there had been a depression, though 
a fairly short one, after World War I. Would history repeat 
itself? No wonder governments, and industrialists and the 
general public, as well, were concerned with the question of 
full employment. By its charter, the members of the United 
Nations had promised to promote it; both British and 
American governments had avowed they would maintain it. 
Thus would the nations attack poverty and hunger. "The 
primary aim of our post-war economic policy,’’ said Mr. 
Chifley in 1943, “must be a high and stable level of employ¬ 
ment.” But could it be maintained, when the armed forces 
were disbanded and war-time demands on industry ceased? 
Perhaps the changeover from war to peace could be more 
smoothly carried out if the government maintained the control 
over the economy that it had slowly built up during the war. 
Such at least was the opinion of the Labour cabinet in office 
at Canberra. 

Throughout the war the Commonwealth government had 
steadily extended its control over the economic affairs of the 
nation. Legally it could do so, because, under the Constitu¬ 
tion it had full powers over defence, and in war-time it was 
recognised that economic measures were often necessary to 
help defence. But it seemed more doubtful whether this 
would be constitutional in peace time, so in 1942 the Com¬ 
monwealth asked the States to hand over for a period of five 
years their powers to legislate on certain subjects, so as to 
give the Commonwealth full control of the possible difficulties 
of the return to peace. At a conference in Canberra in 1942 
of all the Premiers and all the Leaders of the Opposition, 
this was agreed; but when it came to passing the necessary 
legislation Tasmania refused, and Victoria, South Australia 
and Western Australia partially so. In 1944 a referendum 
was held on the question but the proposals were rejected, in 
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what was virtually a vote against bureaucracy and ‘the man¬ 
power', aided by the fear of many Liberals that a Labour 
government might take the opportunity to introduce measures 
of socialism. 


This result meant that legally the Commonwealth govern¬ 
ment at the end of the war had the same powers as at the 
beginning. The failure of the States to pass the agreed 
measure with its application limited to . . . five years was 
short-sighted policy, wrote one later opponent of the 
referendum; 7 it seems clear that the post-war plans will 
need the authority of constitutional powers in the hands of 
the Commonwealth’. But Mr. Menzies, then Opposition 
Leader in the Commonwealth Parliament, thought that extra 

P -°uf r f.^ S u re /- n0t nece5sai 7» an d the event he was proved 
right. I he Commonwealth lias complete financial authority” 
he argued, ‘and there is ample machinery to enable the* 
Commonwealth to impose its will upon the States”. Cer- 

lts . P° wer t0 conditional grants to the States, 
the taxation power and the practical working of the Loan 

'n r ? pov '; erful wea P? ns in the hands of the Comnion- 
^“ uh - ? ut perhaps more important in the sequel was the 
long-continued post-war boom, with its high prices for 

programmes dU Fea and t"*** in ) mi K ration “d development 
an/ihTTrt'ai F , of unem pl°yment seemed unjustified, 
ffV? th * P r °blems of reconstruction though not easy were 
rather different from what had been expected V 


7 F. A. Bland, quoted In E. R. Walker: op. clt. p. jof. 
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at the end of the war, there were still 554,700 men and 
66,000 women serving, out of a population of 7,300,000, and 
a further 200,000 were engaged in ‘purely war production’. 
The first problem facing the government in 1945 therefore 
was to ensure that these men and women could be re¬ 
absorbed in a peace-time economy; that done, plans would 
have to be made and carried out for the future, for an 
increase in the Australian population and for the further 
development of its resources. 


Whatever might be the long-term prospects, there was 
little immediate fear of unemployment; on the contrary a 
labour shortage was expected. So much normal expenditure 
had been postponed because of the war that there would be 
a potential demand enormously greater than the volume of 
goods and sendees immediately available’. During the war, 
private individuals had had to postpone their purchases— 
whether of houses, furniture, clothing or luxuries. Now they 
would want to make them. Many businesses and factories 
had postponed making repairs and replacements, which had 
long been desirable. Governments had postponed all public 
works not immediately connected with the war. Now they 
wanted to improve their railways, increase power supplies, 
water supplies and irrigation, improve social sendees and 
build schools and hospitals. And there was a great shortage 
of housing, for few dwellings had been built since 1940. All 
these things would demand labour and materials, and the\ 
meant that men would have to be shifted to new peace-time 
jobs, where different types of raw materials from those used 
in war production would be needed. These changes must 
be made as smoothly as possible, and it was realised, too, that 
the government had an obligation to the ex-semcemen, to 
train them for the jobs they would be seeking and to try, not 
only to see that they had work, but to compensate them for 
some of the opportunities they had lost during the years they 
had been fighting for their country. So reconstruction train¬ 
ing was provided for the professions at the universities, for 
skilled labour at the technical colleges andfor rural wor£ 
The returned soldier was not as so often after 1918 simply 
lent money to buy land, and then, saddled with debt, left t 
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his own devices. Vocational guidance helped ‘rehabilitation’; 
loans on easy terms were made for housing, for those estab¬ 
lishing businesses or going on the land and advice and assist • 
ance were given as freely as possible. 


But in 1945, the rehabilitation of the serviceman, which was 
in fact carried out very smoothly and efficiently, was not the 
only problem facing the government. What was even more 
important was the long-term development of the country and 
the maintenance of full employment. The war had stressed 
the dangers of a small population—this must be increased by 
a large-scale immigration programme. Experience in the 
thirties had stressed the dangers of too great a dependence 
on primary production; the economy must therefore be 
diversified, and the war-time achievements in this direction 
continued and expanded. There was a spirit of utopianism 
in the air; social services must be developed and improved 
to increase the security of the common man, to banish the 
ear of want. But while all these things needed to be done 
there were obstacles. The Commonwealth government’s 
powers oyer the economic system in peace-time were limited; 

and rnicfl t° T Wlth St ? tes W ° uId be necess * r V, therefore, 
and might, if experience showed anything, be difficult There 

strenlh* “ of Iabour ■' and > a b°ur conscious of its 

tJL7frtinn' gh |!- 7 t0 fl'H- ,mmediate concessions by indus- 
trial action which would disturb the economy and mieht be 

unfair to other sections of the community. There would be 

fofthem g m^hflead"; eSpe fl ia . ,ly ° f Capital goods : competition 
ior tnem might lead to inflation, to a rapid rise of orice* and 

s.i;™*s~ s P ji »"* 'i- 3 

in 7oc'i Iy '{I 6 b00 "\ gathered its momentum, reaching a climax 

to slow down expansion A?, 7 government took steps 
taken when S And forluna tely these steps were 
seasons will 1 i circumstances were still favourable- 
seasons good and world prices of primary products still 
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high; so re-adjustment was easier and less painful than when, 
as in the past, it was forced on the community by disaster. 
Even so, though the boom did much good in speeding up 
development, it also did some harm, in postponing the relief 
of some war-time shortages, in creating a sellers’ market 
which often meant bad work and in inflicting some hardship 
on fixed income groups in the community. 

Government planned development had two principal 
features—immigration and public works. For reviving assisted 
migration there were several good reasons, especially the 
dangers of ‘emptiness’, the need for labour for development, 
and the presence of many thousands of ‘displaced persons’, 
refugees in Europe who were willing and even anxious to 
seek a new home far from the scene of their persecution and 
hardships. By the end of 1945 the main features of the 
immigration policy had been laid down. It was said that 
judging from experience the maximum comfortable rate of 
population increase was about 2 per cent, per year; to try 
to absorb more people at once put too great a strain on the 
community who had to find shelter, food, homes, public 
services and so on for the newcomers. This meant about 
140,000 people, of whom about half would come from natural 
increase—the excess of births over deaths. Therefore, the 
‘migration target’ should be about 70,000 a year, assuming 
the economy was fully expanded to take the maximum 


number’. . ~ 

This was the plan. Unfortunately it was not kept to. For 

a couple of years progress was slow. Shipping was not avail¬ 
able, when so much had been sunk during the war, and so 
much was still being used to bring troops of all nations from 
all parts of the world, back to their homes. The migrants 
had to be selected and those from Europe tested politically. 
But as the svstem got into its stride, numbers 
1947 there were only 10,600, in 1948 55,000, then 300,00) in 
the next two years' and 200,000 in the two after a total 
of 565.000 migrants from 1948 to 1952.1 G f these about one- 

third were British, and the number of Europeans among the 
'new Australians’ brought a welcome variety to a population 


1 These figures are ‘net/ l.e.. arrivals less departures. 
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rather insular and self-centred. But the increasing numbers 
caused difficulties. The planned rate of population growth 
at 2 per cent a year was ignored. In 1954 the population 
passed nine million, an increase of 20 per cent since the 
war. It was usually argued that the migrants would relieve 
the labour shortage, but it was forgotten that the migrants 
had needs of their own. This great increase in population 
accentuated the shortage of houses and put strains on the 
public services. There was a shortage of electricity, of gas. 
of coal, of water in the cities; there were not enough schools 
or hospitals; public transport was inadequate. All these 
things had to be attended to while, at the same time, private 
business was expanding and both governments and farmers 
were undertaking 'rural development’. No wonder the labour 
shortage if anything got worse, and many wartime incon¬ 
veniences remained in the economy, when every one was 
trying to do so many things at the same time. 

newfv wS«‘!tv2 VOrSt " as l,0using ' Returning servicemen, 

( h marr ' age rate «■** much higher than before 
the \vi a ^)' mtgrants-all were in searclt of homes. Bv 1952 

bSTthev hrt' V bousesbad be< m completed since the war] 

for th7 inrr. a ep UP . "? th ‘l* cu rrent demand for 375,000 
for the increased population (reckoning four persons to a 
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was acute, until alternative cheaper and more reliable sources 
of power were developed. There was rationing everywhere, 
and the miners were able to use their strong bargaining 
position to indulge in an orgy of petty strikes. After the war 
it was hoped that the Joint Coal Board, established in 194b. 
would bring a new deal' to the industry. Government refused 
to 'nationalise' it, but increased its control. Amenities were 
to be increased. The Board would help to increase efficiency 
by assisting mechanisation; miners’ amenities were to be 
improved and a special tribunal was established to try to settle 
the numerous labour disputes in the industry. 


Slowly efficiency improved and mechanisation was 
increased. But industrial relations remained bad until the 
development of open-cut mining gave the Board a weapon 
to use against strikers. In 1949 it was used successfully, and 
the Communist-dominated miners’ federation received a set¬ 
back when the Arbitration Court ‘froze’ its funds to prevent 
‘strike pay’ and imprisoned some of its leaders for disobey¬ 
ing its orders during a seven-weeks strike. By 1952, strikes 
were less, thanks to better working conditions and the pay¬ 
ment of an attendance allowance. But by this time the States 
outside New South Wales had developed their own sources 
of supply. Victoria and South Australia had made plans 
for ‘self-sufficiency in coal’-by using oil as fuel and brown 
coal for electricity generation and gas-making. Victoria was 
developing her hydro-electricity schemes, and the vast Com- 
,nonwealth undertaking on the Snowy River was planned to 
double the country’s output of electrical power as well as 
irrigating much land in the Murrav-Murrumbtdgee valleys. 
By 1953 there was a surplus of coal: but it had been onlv 
whh difficulty, in so far as these enormous public works had 

put a great strain on the economy. 

Between 1947 and 1953 the public debt rose by neaHy 
£700,000,000, following an increase of t \.5(X),0OOff3O during 

t"pow e rtr^rS and building. But this rapid 
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undertaken too lightheartedly. Some were uneconomic. 
Many, in the absence of ‘priorities', were proceeding slowly, 
so that New South Wales for example was said to be ‘littered 
with unfinished works’, and much equipment for Yalloum 
in Victoria was left to grow rusty by the roadside. Through 
the Loan Council and the Commonwealth Bank, the govern¬ 
ment was able to impose its will on the States, despite their 

spokesmen’s immediate vociferous protests, and later croco¬ 
dile tears. 


Under the Financial Agreement of 1929, the borrowings of 
all seven Australian governments were agreed on jointly at 
Loan Council meetings, and until 1950 there was little dis¬ 
agreement between the spokesmen for Commonwealth and 
i>t 5 tes - . , er that * the Commonwealth became anxious to 
t *! e *°? n and works programme. In some years it 
succeeded with the support of two State governments. But 

Banker T°^ 11 C ° U,d , fal! back on the Commonwealth 
Bank, for the States were always anxious to borrow greater 

amounts than could be raised by public subscription g which 

meant it had to be advanced by the bank; and it was the 

Commonwealth government alone that controlled the bank. 

Before 1945 it had been managed by a Bank Board of seven 
appointed by the government but then independent of it In 
hat year, the Board was abolished, and it was enac ed that 
the Governor of the Bank would be responsible to thl 
Treasurer on matters of policy. At the same P toe the Bank 

tional, as it violated the j ‘ ’ to be unc °nstitu- 

course between the states’ onar commerce and inter- 
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the Bank Board in 1951, for they did not restore its old 
independence. From 1951 to 1954 the government and the 
bank refused to make unlimited funds available to the States 
and the latter were forced to reduce their ‘works’ programmes. 
They had, perforce, to adopt some sort of ‘priority’, and to 
realise they could not do everything at once. In this way, a 
check was put on over-hasty development and the inflation it 
was causing. 

Another inflationary factor was the wages and labour 
policy of the government and arbitration court. From 1946 
to 1951, labour was in a militant mood, and a number of key 
unions were dominated by Communists. Unrest was wide¬ 
spread and stoppages frequent—stoppages which were helped 
by the shortage of labour and at the same time made it more 
acute. In 1948, after a long court hearing, backed by fre¬ 
quent strikes, the Commonwealth Arbitration Court granted 
a general forty-hour week in industry. The results were far 
less disastrous than many employers’ complaints would 
suggest, for mechanisation was increasing efficiency, and the 
country was prosperous. But although the preference for 
leisure to work might be thought to be a very reasonable one, 
for the moment labour was scarce, and it could be argued 
that had hours not been reduced for another year or so, many 
shortages would have been more quickly met. At the same 
time over-time inevitably increased, and after a further series 
of strikes, particularly in transport, the unions gained big 
increases in ‘penalty rates’ for week-end work. 1 his raised 
costs considerably, as well as increasing the purchasing 
power of the community, so that a further stimulus was given 
to the rise in prices that began to be so marked after 1948. 
When in 1951 the Court increased the basic wage by £1, 
the effect was the same, and with cost of living adjustments 
the wage rose from £4/16/0 in 1945, and about £7 in 1950, 
to £11/16/0 at the end of 1953. 

Meanwhile inflation was also being stimulated by private 
industry. The large-scale immigration, general prosperity, 
and high standard of living all led to a high demand for goods 
and an expansion of manufactures. Investment in industry 
amounted to nearly £900,000,000 between 1946 and 1953, 
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of which about a quarter came from overseas. It was 
particularly marked in heavy industry-iron and steel, indus¬ 
trial metals, chemicals, as well as rubber, paper, textiles and 
clothing. Unfortunately it was these industries which were 
held up to the greatest extent by the shortage of coal; this and 
the continuing shortage of housing and inefficiency in build¬ 
ing led to a popular catch-cry that Australia was developing 
a ‘milk bar economy’, pandering only to the satisfaction of 
consumers luxury demands instead of concentrating on essen¬ 
tial industries. This criticism was supported by singularly 
httle evidence, despite the high reputation of those who made 
it, unless one wishes to argue that road transport and com¬ 
munications, health services, electrical generation and many 
foodstuffs are unnecessary luxuries, and at the same time one 
should remember that those luxury industries that did 
expand (e.g. cricket bats, musical instruments and refrigera¬ 
tors) had been severely checked during the war, and at any 
ate employed almost a negligible proportion of the com- 
J eso ' , * cc *- Industrial expansion generally was enor- 
,'t' e fac * ones a ! ,d P ,ant we re being built, which 
for and n J ater,als were being used in a way that 

kUtL'i? h* 51 " 8 d ‘j not lncrease output. However, by 
this phase seemed to be over. 
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market, especially in wheat. So far the world demand for 
wool has remained high, and the record prices of 1951 were 
a further cause of inflation; but the threat of synthetic fibres 
remains hanging over the industry, to check any excessive 
optimism, or the belief that record prices can last for ever. 
Meanwhile rural production is being helped by public works, 
by irrigation, electrification, rural amenities and research, 
especially by the C.S.I.R.O., where it can, and output is 
expanding; DUt it is playing a smaller part in the economy, 
and though one may regret (while the markets are good) 
that expansion is not more rapid, one must remember that 
not only have prices risen since 1939 but so have costs, wages 
and materials, and all that the farmer must buy for his own 
consumption as well as for his farm, and that in the past 
attempts to defy the natural limits of agricultural develop¬ 
ment have invaribaly met with disaster. Meanwhile, though 
certainly more intensive cultivation of the more fertile areas 
of the continent is possible, for the moment the resources 
needed for this may be better employed in other occupations, 
where rewards are higher. It is at least a prima facie reason 
for limiting agricultural expansion that people prefer such 
other occupations; presumably they are not all very foolish, 
and at least they have a right to make their own choice. 

For the Australian economy is still based on free enter¬ 
prise and private capitalism—unlike the authoritarian regimes 
overseas, and contrary to the at least semi-authoritarian 
wishes of the advocates of some particular panaceas (like 
the critics of the milk bars or the evils of the cities). Socialism, 
though it remains a plank of the Labour party’s platform, is 
a very much modified plank and is hardly meant to be taken 
seriously. What governments (both Labour and anti-Labour) 
have done in Australia is to fill in the breaches which private 
enterprise has left in the economy, to undertake those projects 
which are too big for the private capitalist—such as railways, 
irrigation or power-generation—or to supplement an inade¬ 
quate private industry, such as coal or shipping or to provide 
a standard of competition where there would otherwise be 
a monopoly, as in the case of the air-lines. Such ventures 
naturally expanded during the war to meet particular needs, 
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but there is little evidence that they have done anything but 
good to the economy as a whole. 


Perhaps the largest ‘government enterprise’ is one that is 
often ignored as such—the provision of social services, 
especially health and education. In 1940, Australian social 
services were backward, but a comprehensive scheme of 
unemployment and sickness benefits was introduced in 1945 
and the latter were tremendously extended by the Common¬ 
wealth medical scheme in 1953. Meanwhile the states are 
pressing on with school education and Commonwealth and 
states have combined to assist the universities. 


These services, together with interest on the public debt 
and the cost of defence, have kept public expenditure fairly 
h , ° ut contrary to popular belief, taxation rates are con- 
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which could if it wished impose conditions other than the 
existing one that no state shall levy income tax. So far it has 
not attempted to do so, and if a government attempted to 
carry out an unpopular policy in this way, it might be 
defeated at a future election. But the threat is there, and the 
Commonwealth government is the stronger because of it. 

However, the real basis of Commonwealth financial and 
economic dominance lies in its control of overseas trade, its 
power to impose restrictions on imports, to raise or lower the 
tariff, to grant subsidies to industry, and through the 
Commonwealth Bank to vary the exchange rate and to control 
the credit policy of the country—the making of loans both 
to private industry and to state governments. This is its 
major weapon in its struggle to maintain full employment on 
the one hand and economic stability on the other, to encourage 
development but to check extravagance. If its post-war 
record is not perfect, if some inflation was oermitted between 
1949 and 1952, one must remember that there were external 
factors at work which no government could control (such as 
the ‘stockpiling’ precipitated by the outbreak of the war in 
Korea) and many pressures in Australia which were difficult 
to combat. But at least the boom was checked in time; and 
if the government cannot take all the credit (for the fall in 
overseas wool prices and the unfavourable balance of trade 
for instance) its policy, though perforce delayed for political 
reasons until after the 1951 elections, was courageous and 
reasonably effective, and one may hope that that experience, 
plus that of overseas countries and the work of economists 
since 1930, may help to keep Australian development in the 
future free from some of the excesses and the fluctuations 


which it has been through in the past. 

At the moment (1954), many business men argue that 
Australian costs and wages are too high, and they fear the 
effect of overseas competition, if the import restrictions, 

imposed temporarily in 

of trade produced by the fluctuations of wool prices were 
removed. They are anxious for greater protection and have 
made so many requests for it to the Tariff Board, that 
body has had to be doubled in size. They object, too, to th 
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General Agreement on Trade and Tariffs signed by Australia 
with many other countries at Geneva in 1947 in an effort to 
reduce trade barriers throughout the world. However, despite 
their fears, business is booming and company profits are very 
high. Industrial efficiency is increasing (as was very neces¬ 
sary in many cases), and wages are still below the levels ruling 
in the U.S.A. There are weaknesses in the economy, especially 
in transport, and the post-war run of good seasons cannot be 
expected to continue indefinitely. Even so, it may be hoped 
that in the absence of a world depression, Australia should 
escape any major domestic disaster. 


For more than a century and a half development has gone 
on. To some, its story was one of a series of heroic pioneers, 
battling against natural difficulties, which were increased by 
foolish activities of governments. To others, it is a story of 
capitalist iniquity, of wealthy men, first of England, later of 
Australia, exploiting and wasting the natural resources of 
the country for their own benefit, and attacking at the same 
hme the welfare of their class enemy—the working man. 
But both these conceptions seem to be the result of over¬ 
emphasising tendencies that exist, it is true, but which are 
frequently counteracted. They are simplifications, and there¬ 
fore misleading; for, as has been well said, in reply to a 

request for the truth, pure and simple—‘the truth is rarely 
pure, and never simple’. 


Without her pioneers, Australia would not have grown as 
she has done. Such is a mere truism. But if Macarthur did 
much to develop the wool industry, if the earlv squatters 
and miners and industrialists did much to open up the 
S' ey did much that was foolish and selfish. P To 

a ra, w nrP T ,' S u Ue n °‘ ° nly ' John B,lll ' s Stalest wool- 
for St0 ^ d pas,urcs ' over-planted farms, the theft 

la levs and? 5 ’ °^ r0Wn the erosion of our fields and 

m t y a «iin? different railway gauges. Without govern- 

Transnor r C W PriVa e en,er > )nse “uld have done little, 
transport, tariff protection, irrigation, education even 

been Dr°o n v7d a e P d ar i, altogether from law and order-these have 
been prodded by governments. And if governments have 

made mistakes, that is to be expected, for govern"offidaU 
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are only human, and therefore, like all, they are fallible. And 
if there has been industrial strife and the exploitation of 
labour, here too the community has stepped in to mitigate 
strife, not always impartially, but now on one side and now 
on the other, striving as best it might to hold the balance 
even beween contending factions. 

And one may expect the story in the future to follow much 
the lines of the past—the further exploitation of natural 
resources, now including uranium and possibly oil, and helped 
by atomic power, in so far as climate, labour markets and 
technique make it possible, and the further development of 
manufactures. In these things both governments and private 
enterprise are likely to continue to co-operate. For both have 
an important role to play, and neither is wholly bad, as 
vigorous advocates so often suggest; but the advantages of 
individual initiative must be weighed against the disadvan¬ 
tages of private interest; and the advantages of public control 
must be weighed against the losses of official caution, routine 
and red-tape. 

For all that, the contrast is not as great as many would have 
us believe. The large corporation has its red tape and its 
routine, and its many subordinates unwilling or unable to take 
responsibility for major decisions, tending to lack of enter¬ 
prise and conservatism. At the same time, large corporations 
are showing a greater sense of responsibility towards the 
public interest than their predecessors-for example, B.H.P., 
that bugbear of ‘leftists’, is far more a public utility today 
than it was twenty-five years ago. Further progress in this 
direction may be achieved, though it rests mainly on educa¬ 
tion, moral as well as technical. For a greater sense of 
responsibility will reduce the disadvantages of private 
business; better training, more individual initiative will 
reduce the disadvantages of public enterprise, until a sense of 
responsibility for the general welfare may be coupled with a 
lack of red-tape, a striving for efficiency and progress, an 
attitude of courtesy and co-operation, so that business, 
whether private or public, may be carried on to the best 

common advantage. 

But to achieve this, education is necessary; for little can 
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be done without an honest, capable and trained personnel. 
Timidity and shortsightedness must go; appointments on any 
but a merit basis are undesirable; special training is essential; 
research and still more research is most vital of all—and 
research in the too often despised social sciences. “What 
shall we say”, asks Professor Bland, 1 “to a policy which 
lavishes funds on scientific and industrial research, and 
almost entirely neglects any research into the reactions upon 
social life of the ever multiplying discoveries of pure science? 
... It is more wisdom we require, not only an extension 
n,< ?^ knowledge. The social sciences are the most 
difficult of all sciences, because their subject matter, human 
nature and conduct, is obscure and elusive in character. . . . 
We need a Social Science Research Bureau as an adjunct 
to our admirable Council for Scientific and Industrial 
Kesearch. . . We should look forward to the time when we 
can achieve, by a new system of distribution, what we now 
only mdifferendy attempt-the enrichment of human per¬ 
sonality. . But we must not be content to have noble 
purpose 5 . In the latest of the sciences to be developed we 

not onI X an , enlargement in the social purposes 
o for?°“ ,ty> but aI *° a larger and larger measure 
th^nS* g r ' i nvent,on ?" d technical efficiency on the part of 
the specuhsed groups of brain workers on whom, for the most 

devolve" 6 IndT' 0 " °lu‘ hi f social P ur P ose wil1 necessarily 
these two 4 IS -"3 J he c os " c °mmunion for the future of 

ridJ.Vj/ soc,al f° rces —the public-spirited citizen exer- 

and fhe S mflue . nce , and manifesting his will in public opinion 

su P Dlvin, SP the Sed ? OC J a in vestigator and trained official' 
supplying the organised knowledge and carrying out the 

soclal purposes- that our progress will depend’^ g 

1 Op. Clt.. pp. 201-3. 

READING; 

and 17. G * Lt Wood : Land Utilization In Australia, ch. 16 

H- Grattan. led.): AuaUall a a \uStS 
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1893 

1894 


1895 

1896 

1897 

1898 

1899 

1900 


1901 


1902 


1904 

1906 

1907 


1908 

1909 

1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 


CHRONOLOGICAL TABLE. 

Bank smash; economic crisis. Discovery of the Golden Mile 
at Kalgoorlie. 

Reid. Premier of New South Wales: establishment of an annual 
budget. Carruther’s Land Act (N.S.W.). Beginning of 
the Great Drought. New Zealand Arbitration Act. 

Income and property taxes (N.S.W.). 

Wages Boards established in Victoria. 

Second Federal Convention. 

First Federation Referendum. 

Advances to Settlers Act (N.S.W.). Second Federation 
Referendum. 

Commonwealth of Australia Act. Old Age Pensions 
(N.S.W.). Queensland Factories and Shops Act. pro¬ 
viding for Saturday half-holiday. Early Closing of Shops 
Act (N.S.W.). 

Old Age Pensions (Vic.). Compulsory Arbitration in Indus¬ 
trial Disputes in New South Wales. Commonwealth 
Immigration Restriction Act. 

Amending Advances to Settlers Act (N.S.W.). Farrer's 
‘Federation* wheat. Last year of the Great Drought. 
Completion of O'Connor scheme for supplying water to 
Kalgoorlie (W.A.). 

Commonwealth Arbitration Court established. 

Revival of assisted immigration in New South Wales. 

Sydney-Melbourne telephone opened. Revival of assisted 
immigration in Victoria. 'Harvester* wage decision be¬ 
ginning of the ‘basic* wage. 

Commonwealth Old Age Pensions. 

Commonwealth Bounty on iron and steel made from Aus¬ 
tralian ore. 

North Coast Railway Act (Q land). 

Commonwealth Bank established. Federal Land Tax imposed. 

Transcontinental Railway begun. 

Foundation stone of Canberra laid. 

Outbreak of war. 

Opening of B.H.P. steel works at Newcastle (N.S.W.). 

Purchase of steamships by Commonwealth Government. 

Transcontinental Railway completed. 
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1919 

1922 

1924 

1925 

1926 

1928 

1929 

19)0 

1931 

1932 

1933 

1934 

1936 

1937 

1938 

1939 

1941 

1942 

1944 

1945 


Royal Commission on the basic wage. 

Empire Settlement Act. Increase Federal basic wage by 
'Powers' 3/- a week. 

Amending Commonwealth Bank Act. 

£4.000.000 agreement between Great Britain and Australia 
to promote migration. 

Council for Scientific and Industrial Research established. 
Development and Migration Commission established. 
Paterson batter scheme began. Child Endowment in 
New South Wales. Unemployment Insurance in Queens¬ 
land. 

British Economic Mission to Australia. Timber workers 
and waterside workers’ strike. Royal Commission on 
National Insurance. 

Cessation of assisted migration. Abolition of Development 
and Migration Commission. Labour Government elected. 
Fall in export prices. Coal lock-out begins. 


Heavy gold exports: export prices half 1928 level, though 
volume of exports a record. Establishment of Common¬ 
wealth School of Tropical Medicine. 

Federal basic wage cut by 10 per cent. Depreciation ot 
exchange between Australia and London. Suspension of 
New South Wales Savings Bank. Premiers' Plan adopted, 
internal public debt conversion to lower interest. 

Sydney Harbour Bridge opened. Ottawa Trade Agreement. 
Unemployment at peak. 

Record wheat harvest. 


Partial restoration of basic wage cut. 

1™' P olic 7, "Trade diapnte with Japan and 
U.5.A. Victorian Housing Commission established. 

rospenty loading’ added to Federal basic wage 

:H pa V nd United States. National In¬ 
surance Scheme defeated. 


European 


war. 


©^Commonwealth Child Endowment Scheme. 

Federal uniform taxation introduced, 
rood and clothing rationing. 

D ' f w'eahh r I f r ndUm 0n * h,: proposed in ™« °< Common, 
wealth governments post-war powers. 

Eud of War Re-establishment and Employment Act 
Commonwealth Banking Act. P 7 ' Act. 
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1946 End of man-power control. Coal Industry Act. 
Commonwealth-State Housing agreement. 

194 7 Commonwealth Bank Nationalisation Act passed. 

1948 Commonwealth Bank Nationalisation Act declared invalid. 

Forty-hour week introduced. General Agreement on 
Tariffs and Trade (G.A.T.T.). 

1949 Major coal strike. International Wheat Agreement ratified. 

Commonwealth Arbitration Court empowered to super¬ 
vise Trade Union elections Snowy River scheme com¬ 
menced. 

1950 Dollar loan granted by International Bank. 

Increase of £ 1 in adult male basic wage. 

Colombo Plan agreed to. 

1951 Record wool prices. Marked inflation. 

‘Deflationary’ budget. 

195 2 Import restrictions. 

1953 Cessation of automatic cost-of-living adjustments in basic 
wage. 
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